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An Impossible Measure 


REASONS FOR OPA BILL VETO 
By HARRY S. TRUMAN, President of the United States 
Broadcast to the Nation from Washington, D. C., June 29, 1946. 


Y Fellow Countrymen: The crucial situation which 

confronts our country requires that I report to the 

people this evening. “Today I returned to the Con- 
gress without my approval the extension of the Price Con- 
trol Law which it presented to me for my signature. 

i returned it with a long message stating my reasons. I 
hope that you will all read that message in your newspapers. 

[ assure you, my fellow countrymen, that before I vetoed 
this bill I gave the subject long days and nights of consider- 
ation. I consulted with practically every top official in the 
Government. Either personally or through representatives 
| obtained the views of people in agriculture, industry and 
well as many others. 

You have all heard a great deal about inflation. 
ousness cannot be overestimated. It would affect every in- 
dividual in our country. Inflation would cause an increase 
in the price of every article you buy. As prices soared with 
inflation, your money would buy fewer and fewer of the 
necessities of life. 
bonds 


labor, as 


Its seri- 


Your savings, your insurance, your war 
all would decrease in value. 

For five years we have proved to this country and to the 
world that inflation can be prevented. Those of you who 
remember the first World War will recall the wild inflation 
and the collapse that followed. You will remember how 
farmers were ruined, how businessmen went bankrupt, how 
wave earners suffered. 

This time we have succeeded in preventing such a calam- 
itv. We have done this largely through price control. It 
was not done because the American people had the wisdom 
and the courage and the restraint to know that they had to 
submit to restrictions and controls or be overcome by the 
force of inflation. We must continue to prevent inflation. 
This is as important now and in the months to come as it 
was during the war. Time and again I have stated and 
restated this proposition. 


I wanted to sign a price control bill. I gave this bill 
long and careful study. I came to the conclusion that the 
bill which the Congress sent me was no price control bill 
at all. It gave you no protection against higher and higher 
prices. 

Having reached that conclusion, I was faced with these 
alternatives. I could sign the bill on the plea which had 
been made to me that for the immediate present at least, 
it might be a little better than nothing. Or I could dis- 
approve the bill, and call upon the Congress to give the 
American people a real, workable, price control law. 

If | had taken the first course and signed the bill, I would 
have encouraged the false impression that you were going to 
be protected for the next year against excessive price in- 
creases. But, sooner or later, all of you would have awak- 
ened to a bitter realization of the truth. 

You would have soon begun to see thousands and thou- 
sands of price increases, adding billions and billions of dol- 
lars to our cost of living. It is hard to see how people could 
continue to pay higher and higher prices without requiring 
higher wages or salaries. The tremendous advances that we 
have made toward the settlement of labor-management dis- 
putes over wages would have been wiped out. The mad 
chase to inflation would soon have been under way. 

I could not permit that to happen. 

I took the second alternative, knowing full well all the 
dangers which would come with it. I knew that there was 
danger that the Congress might not pass a resolution which 
would give us some kind of protection after midnight to- 
morrow when the present price control law ends. I knew, 
therefore, that it was very possible that for a few days at 
least, we might be without any price control law. 

I could not bring myself to believe, however, that the 
representatives of the American people—your Senators and 
Representatives in the Congress—would permit such a con- 
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dition to continue long. And I was sure that when this 
issue was presented to the American people and to the Con- 
gress there could be only one answer. That answer is that 
the Congress should immediately pass a resolution continuing 
present price and rent controls until the Congress can pass 
a workable bill. 

It would have been much easier for me to sign this bill. 
But the American people would have soon realized that real 
price control was at an end in spite of the law. If I had 
signed the bill the people would have seen their prices going 
up, day by day. You would have realized soon that the bill 
which had been passed and called a price control law was 
not price control at all. 

What I have done is to call a spade a spade. I must now 
rely upon the American people and upon a patriotic and co- 
operative Congress to protect us all from the great pressures 
now upon us, leading us to disastrous inflation unless we have 
the means to resist them. 

I know how weary you all are of these restrictions and 
controls. I am also weary of them. I spend a good deal 
of my time listening to complaints. I know how eager every 
one of you is for the day when you can run your own affairs 
in your own way as you did before the war. I know there- 
fore, how strong the temptation is to remove too quickly the 
safeguards which we have built up for ourselves and our 
children. 

The bill which the Congress sent me yielded to that 
temptation. 

It is certainly most unfortunate that the Congress kept 
delaying and delaying action on this bill for so many months 
when they knew that the price-control law was going to 
expire tomorrow. 

I am sure that all of you know of the efforts which I made 
to get the Congress to act on a price control extension far in 
advance of the date when the old law was going to expire. 
As far back as September, last year, in a message to the 
Congress, I urged it to pass an extension of the price control 
act at an early date. 

I did not rest with that message of last September. In 
later communications to the Congress I repeated my request 
four times to extend price control. In addition to these 
direct communications, I stated publicly many times how 
important it was to our safety that a price control extension 
bill should be passed right away. 


“IMPOSSIBLE” BiLtt PAssepD 


But I could not persuade the Congress to act. Instead, 
just two days before the expiration of all price control, this 
impossible bill was sent to me. 

In my veto message to the Congress which I sent this 
morning I discussed the various provisions of the bill. 

I do not have time this evening to comment on all the 
provisions of the bill. There are many objections to it, but 
my most fundamental objection is to the price-raising amend- 
ment for manufacturers which was introduced by Senator 
Taft. 

Under this amendment there would be thousands of need- 
less price increases amounting to many billions of dollars. 
The Taft amendment provides that the manufacturer shall 
receive for each article the profit which he made on that 
article in 1941 and that he may add to the 1941 selling price 
all increases in cost which have occurred since that time. 
In 1941 the manufacturer received a much greater profit 
out of each dollar of sales than at any time in the five pre- 
ceding years or in any of the five following wartime years. 
In fact, profit margins in 1941 were 50 per cent greater 
than in the banner year 1929. 

Volume of sales is much greater today than in 1941, so 





that manufacturers would have received a bonanza. In 
addition, Senator Taft's fellow Republicans, Senator Wherry 
and Representative Crawford, put amendments into the bill 
which made sure that not only would the manufacturers’ 
price increases be borne by the public but that such increases 
would be pyramided by generous wholesalers’ and retailers’ 
mark-ups. 

As you sit in your homes this evening your interest in 
this bill and my interest in this bili are exactly the same. 
The question is: What effect would this bill have had on 
you—the people of our country. 

I believe in the profit system and desire that profits should 
be ample to provide the incentive for full production. The 
Taft amendment, however, provides for higher prices and 
higher profits even where production is already going at full 
blast and profits are wholly satisfactory. 

We have been through five difficult years. We are look- 
ing forward to buying the things we need. Let us examine 
this problem together. 

Do you need a new low-priced automobile? If so, what 
effect would the Taft amendment have had on the price of 
your new car? It would have increased immediately the 
prices of the popular makes of automobiles by two hundred 
and twenty-five to two hundred fifty dollars per car. 

Are you a veteran planning to build a home for yourself 
and family? The Taft amendment would have added im- 
mediately a minimum of 20 per cent to the cost of your 
building materials. The program recently approved by the 
Congress to provide veterans’ housing at reasonable cost 
would have been completely disrupted by this Taft amend- 
ment. 

Are you a housewife who has been waiting for years for 
that new washing machine or refrigerator? The Taft amend- 
ment would have made it cost one-third more right away. 

Are you faced with the responsibility of clothing your 
family? Under the Taft and other amendments the already 
high clothing prices would have been increased 15 per cent 
right away. For clothing alone the American people would 
have paid at least $3,000,000,000 more a year. 

Are you in a business in which you need to buy steel? 
The price of steel would have gone up under the Taft amend- 
ment between $4 and $8 per ton right away. 

Are you a farmer? Under this bill the price of farm 
machinery would have gone up 13 per cent right away. 

Those are only a few examples of the first round of in- 
creases the Taft amendment would bring. But that is only 
the beginning. Price increases in one industry are cost 
increases in another. By the time, for example, that the 
automobile industry had got its Taft increase based on pres- 
ent costs, it would be hit by the Taft increases in steel, tires, 
safety glass and other materials. So automobiles would go 
up still more. 

In this way increase would follow increase. The bill had 
no stopping place in it. 


“CoNSUMER WoULD Pay” 


In addition, these increases would have been passed right 
down the line. You, the consumer, would pay it all. 

All of us agree that what this country needs is produc- 
tion. Production brings jobs, good wages, moderate prices. 
Perhaps the most vicious effect of the Taft amendment 
would be to slow up production. 

The only possible justification urged for all of these Taft 
psice increases is the claim that they are necessary to en- 
courage production. Even if they did encourage produc- 
tion, that would still be a terrific price to pay for that in- 
creased production—a price measured in suffering and dis- 
tress among people of moderate and low incomes. 
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The fact is, however, that production would not be stim- 
ulated by the Taft amendment, but would be greatly im- 
peded. Nobody wants to sell his goods this week if he can 
vet a better price for them next week. This is no mere 
theory. You have seen it working day after day for the 
last month or so, as people began to believe that price control 
might soon come to an end. 


CaTTLe AND Hocs “Hetp Back” 


People who had cattle and hogs to sell for slaughter for 
food have decided to hold them for higher prices. People 
who had clothing for sale have decided to do the same thing. 
So have people with innumerable other commodities which 
we all need so badly now. 

Incidentally, I have asked the Attorney General to make 
an investigation of some of the factors involved in our pres- 
ent shortages to determine whether anyone is criminally re- 
sponsible for them and to place the responsibility where it 
belongs. 

These instances of withholding goods from the consumer 
would be multiplied thousands of times under the Taft 
imendment; production and deliveries would be slowed 
down waiting for price increases. This would create bottle- 
necks of essential materials and essential parts which would 
bring production lines to a halt. By the time they started 
up again there would be new applications for price increases 
‘and additional waiting for greater profits. 

Labor would be penalized by loss of employment. Con- 
sumers would be penalized by lack of goods and ever-rising 
prices. Farmers would be penalized by higher prices for 
what they buy and reduced markets for the things they sell. 

It is a cruel jest to say that the Taft amendment would 
aid production. As I also pointed out this morning in my 
“veto message, the Taft amendment would wholly destroy 
our program of wage stabilization which has been built up 
since V-J Day. It would destroy the usefulness of the Wage 
Stabilization Board. 


“INEVITABLE SPIRAL” 


The result would be the beginning of an inevitable spiral 
of uncontrolled inflation—a race between rising wages and 
rising prices. Far-sighted leaders of both labor and man- 
agement know that nothing can be gained—and everything 
lost—by simply letting prices and wages chase each other. 

Despite the total impossibility of stabilizing other prices 
under this bill, I would have hesitated to disapprove it if I 
had thought it gave some real protection against soaring food 
prices and rents. We have learned, however, that higher 
prices for the things the farmers and landlords buy would 
inevitably force up food prices and rents. 

In both instances, serious increases would be forced upon 
us by the hard facts of business and economics. 

1 realize that the great majority of our people do not 


OPA Bill Veto 






have the facts and figures that must be considered in order 
to know what a bill like this would do. That is why I am 
speaking to you this evening. You are entitled to have the 
facts before you. 

I want to make clear that my decision to veto this bill 
does not mean any’ lack of appreciation of the sincere and 
tireless efforts of the leaders and many other members of 
the Senate and the House of Representatives to pass a work- 
able price control bill. I know that many members of both 
Houses who voted for the bill which was sent to me did so 
with regret and only because they had at that time, no op- 
portunity to vote for a good bill. Now every member has 
a clear-cut opportunity to show whether or not he wants 
effective price controls. 


PLAN SUGGESTED TO CONGRESS 


I have submitted to the Congress in my veto message a 
plan for price control legislation for the comparatively short 
period of time that it is still needed. The will of the people 
is still the supreme law of our land. Your determination to 
retain price controls and so prevent inflation must be made 
known to the Congress. The Congress is the only branch of 
our Government which has the power to pass a law pro- 
viding for proper price control. 

Now because of Congressional delay we are faced with a 
brief period in which legal restraints on price increases will 
be lacking. I have urged the Congress to act immediately 
and to adopt the kind of bill which can be made to work. 

But, in the event of delay, I know that the United States 
can depend upon the patriotism and good sense of its citi- 
zens. Therefore, I call upon every businessman, every pro- 
ducer and every landlord to adhere to existing regulations, 
even though for a short period they may not have the effect 
of law. It would be contrary to their own interest to em- 
bark upon a reckless period of inflation. It is to their own 
interest to exercise self-restraint until some action can be 
obtained from the Congress. 

I also request every employe of the OPA to stay at his 
battle station. The fight is not over. I am counting on all 
employes of the OPA to continue to serve in the future as 
they have in the past and to finish the job. I urge these loyal 
civil servants and the thousands of volunteers who are giv- 
ing their time to make price control a success to see this 
fight through. 

And finally, my fellow-citizens, I say to you that we as a 
nation have it within our hands to make this post-war period 
an era of the greatest opportunity and prosperity in our na- 
tion’s history. But if short-sightedness and impatience, if 
partisanship and greed are allowed to triumph over the efforts 
to maintain economic stability, this grand opportunity will 
have been sacrificed. 

That must not happen. 

With your help and understanding it will not happen. 








MESSAGE TO THE HOUSE OF REPRESENTATIVES 
By HARRY S. TRUMAN, President of the United States 
Delivered to the House of Representatives, Washington, D. C., June 29, 1946 


AM returning without my approval H. R. 6042 amend- 
ing the price control laws and extending them for an- 
other year. The choice which H. R. 6042 presents is 


I 


‘not a choice between continued price stability and inflation. 
It is a choice between inflation with a statute and inflation 


without one. The bill continues the Government’s responsi- 
bility to stabilize the economy and at the same time it de- 
stroys the Government’s power to do so. 

If this bill were allowed to become law, the American 
people would believe that they were protected by a workable 
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price control law. But they would not be protected and 
they would soon come to a bitter realization of that truth. 
It is only fair to tell them the facts now. 

The lesson from our own experience after the last war, 
disastrous as it was to our farmers, our workers, our manu- 
facturers, our distributors, and our consumers, has been too 
easily obscured by the annoyances and irritations and the 
occasional inequities of price control. The fact that infla- 
tion has already gutted the enonomy of country after coun- 
try all over the world should shake our comfortable assur- 
ance that such a catastrophe cannot happen here. 

For five years we have proved that inflation can be pre- 
vented. It still can be prevented if we have the will to 
prevent it. ‘Today the opportunity of completing the trans- 
ition from war to peace with an economy which is stable, 
sound and secure is within our grasp. 


APPEAL FOR SELF-RESTRAINT 


To avoid sacrificing this opportunity requires courage, 
wisdom and self-restraint. This winter and spring the ten- 
sions have been more acute than ever before. We are all 
weary and impatient of Government restrictions and con- 
trols. We are all eager for the day when we can pursue 
our own affairs in our own way. In such a mood there is 
the natural temptation to remove essential safeguards, pre- 
maturely. 

This bill yields to that temptation. 
with no real safeguards at all. It would start prices and 
costs climbing. It would start the value of the dollar fall- 
ing and keep it falling. Far from helping production it 
would retard it. In the end this bill would lead to disaster. 

I shall not attempt to comment on all the bill’s provi- 
sions. Some of them are entirely appropriate. Many others 
reflect minor concessions to special interest groups of the 
sort which the Congress has heretofore resisted. To these 
latter provisions I object on grounds of principle. But in 
the last days before the expiration of legislation so vital to 
the nation’s welfare I should not regard these concessions 
as a basis for withholding my approval from an extension 
bill. 

My fundamental objection to the bill is to the numerous 
amendments which would raise the price of essential cost-of- 
living commodities. Of those by far the most damaging is 
the price-raising amendment for manufacturers introduced 
by Senator Taft (Section 11), operating in conjunction 
with the revised price-raising amendment for distributors 
introduced by Senator Wherry (Section 10, Par. (T)), and 
with the special cost-plus amendments for automobile and 
appliance dealers first offered to the House Committee on 
Banking and Currency by Representative Crawford (Sec- 
tion 10, Par. (Q) and (R)). 


It would provide us 


Tarr AMENDMENT 


The mainspring of this combination is Senator Taft's 
amendment. It is that amendment which would compel 
thousands of needless price increases amounting to many 
billions of dollars. The Wherry and Crawford amend- 
ments simply make sure that before the Taft-amendment 
price increases for the manufacturers reach the consumer, 
they will be pyramided by generous wholesalers’ and retail- 
ers’ mark-ups. 

The provisions of the Taft amendment are complex, but 
they wear a superficial reasonableness. I am sure, however, 
that Congress adopted his amendment without full appre- 
ciation of its consequences. 

I wish it were possible to tell you exactly how many 
billions of dollars the American would eventually have to 


pay for the Taft amendment and its companion pieces. To 
attempt to do so, however, would be like trying to estimate 
the cost of a fire about to sweep a city before the first build- 
ing had started to burn. Even to estimate the total amount 
of all the first round of price increases is not now possible. 

Here, however, are a few examples which would enter 
into such a total. 

The first impact of the Taft and Wherry amendments in 
the crucial field of housing would be little short of devastat- 
ing. The prices of nearly all building materials would be 
affected. The average increase of such materials, excluding 
lumber, would be approximately 20 per cent. This would 
completely disrupt the program recently approved by the 
Congress to provide veterans’ housing at reasonable cost. 


STEEL CEILINGS RISING 


Ceilings for steel would have to be raised an average of 
$4 to $8 a ton. These increases would in turn be reflected 
in the ceilings of everything made of steel. 

The average price of low-priced automobiles would be 
increased $225 to $250, on top of the substantial increases 
already granted. 

Household appliances such as washing machines and re- 
frigerators would increase from 25 to 30 per cent. Floor 
coverings would go up about 17 per cent; plumbing supplies, 
about 16 per cent; farm machinery, abouc '3 per cent. 

The prices of clothing—already too high—would be in- 
creased by an estimated average of 15 per cent—more than 
half of which would be attributable to the Taft and Wherry 
amendments and the balance to other amendments. This by 
itself would add about $3,000,000,000 a year to the living 
expenses of American families. 

These are only preliminary estimates of a few of the ini- 
tial price increases. They do not take into account the 
further increases, for example, on automobiles, after steel, 
tires, safety glass, and other materials and parts have re- 
ceived their own increases. 

The bill would cause some major increases in food imme- 
diately. It would curtail subsidy payments so that the prices 
of certain foods would have to go up. Other foods would 
get immediate increases under the Taft amendment but 
these would go to processors rather than to farmers. Like 
the wage earner, the white-collar worker, and the millions 
of old people and others who must live on fixed incomes, the 
farmer is a victim of this bill. 


LACK OF PROTECTION 


This, however, does not mean that the country would 
get any real protection, for long, in what it costs to eat. 
The same thing is true of rents. The bill does not direct 
any immediate increases in rents at all. But this does not 
mean that rents could be effectively controlled. 

If I thought that his bill would make possible some 
genuine protection against soaring food prices and rents, I 
should hesitate long before disapproving it—despite the total 
impossibility of stabilizing the prices of other essential com- 
modities. Our economy, however, cannot be half-stabilized. 
We cannot quarantine inflation. Higher prices for the 
things that farmers and landlords buy would inevitably 
force up farm prices and rents. ; 

In the case of farm prices, this is required by the parity 
provisions of the law. In the case of both farm prices and 
rents, general increases would be forced upon us by simple 
justice and the hard facts of business and economics. 

This bill, therefore, gives only the delusion of protection 
against rising costs of food and shelter. It would delay 
their rise a little. But the delay would be long enough to 
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cause unnecesary hardship for farmers and landlords—not 
long enough to bring real benefits to consumers and tenants. 

‘The spectacular increases in the prices of manufactured 
yoods which the ‘Taft amendment and its companion amend- 
ments would cause, right at the beginning, are far in excess 
of anything which industry needs to earn generous profits 

| obtain full production. ‘The increases are so large 
because the formulas for computing them are bonanza 
. irmulas., 


Prorir PLAN ASSAILED 


(he ‘aft amendment puts into prices the profit per unit 
it sales which the industry received for the particular prod- 
ct in the year 1941. That was a year in which manufac- 
turers and processors received a much greater profit out of 

h dollar of sales than in any one of the five peacetime 
years which preceded 1941 and more than in any one of the 
following five wartime years. 

Indeed, 1941 profit margins were half again as great as 
n the banner year of 1929. “Today, however, the volume of 
iles is greater than that of 1941 and it is going to increase 
teadily if inflation does not stop it. Thus, at the very time 
when we should be getting the benefit of high volume in the 
form of lower prices, the Taft amendment would inflate 
rices, 

In the case of products like automobiles, washing machines 
nd refrigerators which are just returning to the market, the 
laft amendment produces especially unreasonable prices. 
[his is because the amendment adds to prices all the ab- 
normally high costs arising from temporarily low volume 
and change-over conditions. 

The Wherry amendment gives a final boost to prices by 
equiring the pyramiding of manufacturers’ increases at the 
wholesale and retail levels. 

Of course profits ample to provide the incentive for full 
production are what markes the American free-enterprise 
system work. Prices must not be inflexibly held. Increases 
have been granted and more will have to be granted to re- 
move impediments to production. The Taft amendment, 
however, in the name of stimulating production promises 
peak profits on every product even where production is al- 
ready going at full blast and profits are eminently satisfac- 
tory. As industry after industry accepts the invitation of 
the ‘Taft amendment in an attempt to make good profits 
better, prices will go up and up. 


3L0w TO PRODUCTION 


In addition, the industries in real need of relief will tend 
to be lost in the shuffle. “The OPA, already criticized for 
delay in these deserving cases, will be increasingly unable to 
act promptly to break production bottlenecks. 

There is a grim irony in the fact that the Taft amend- 
ment is defended as a stimulant to production when in fact 
it will greatly impede production. 

The evidence is readily at hand. For weeks we have seen 
meat and other commodities withheld from the market in 
anticipation of higher prices. The simple fact is that the 
average businessman or farmer who knows that his price 
will soon be higher will not sell any more goods this week 
than he has to—be they suits or sewing machines or cattle. 

The manufacturer with a price increase pending would 
naturally slow down deliveries as much as his working capi- 
tal and his storage facilities would permit. At the same 
time the knowledge that his suppliers had their own increases 
pending would lead him to do all he could to build up his 
inventories. 

But his suppliers would also slow down deliveries for the 
very same reason. As essential materials and parts were 


withheld from the market, production lines would gradually 
grind to a halt. Workers would pay their toll to this 
amendment in loss of employment. Consumers would pay 
theirs in lack of goods. 

‘These cases would develop, not by hundreds but by thou- 
sands. As fast as price increases were granted, they would 
raise the costs of purchasing industries and form a basis for 
additional increases. Each one would bring its new slow- 
downs and new bottlenecks. 

It is plain to see why the enactment of the Taft amend- 
ment as an aid to production would be a sorry jest. Produc- 
tion requires a reasonable stability in costs, a continuing 
flow of goods and a readiness to buy and sell. The Taft 
amendment would result in erratic price and cost move- 
ments, a feverish effort to buy and a calculated reluctance 
to sell. 

The Taft amendment would wholly destroy the program 
of wage stabilization which has been so painstakingly, and 
at times painfully, developed during the months since V-]J 
Day. 

The Wage Stabilization Board has contributed greatly to 
that development. The representatives of industry, labor, 
and public who compose it have brought what threatened 
for a time to become a runaway wage movement into a fair 
and orderly procedure with which virtually all unions and 
managements have cooperated. ‘This union still needs the 
continuing services of the Wage Stabilization Board. 

I wonder, therefore, if the Congress realized when it 
voted for the Taft amendment that it was voting to destroy 
the present wage-stabilization program and the usefulness of 
the Wage Stabilization Board. Under the existing program 
the board has the task of determining the limit of wage 
increases which an employer can use as the basis for price 
increases. Its determinations of these limits have played a 
vital role in bringing about innumerable wage settlements. 


“Price-WaGE RACE” 


The Taft amendment, however, provides that “in deter- 
mining costs for the purposes of this section, all costs shall 
be included.” The Office of Price Administration advises 
me that under this provision it would be required to recog- 
nize all wage increases as a basis for price increases, even 
if the board had not approved them and regardless of their 
amount. 

This is the beginning of an inevitable spiral of uncon- 
trolled inflation—a race between rising wages and rising 
prices. Far-sighted leaders of both labor and management 
know that nothing can be gained—and everything lost—by 
simply letting prices and wages chase each other. 

Yesterday I received a letter from the National Wage 
Stabilization Board, which board represents industry, labor 
and the public. The board advises that it believes that 
uncontrolled inflation will result from this bill. Further- 
more, the board states, “it is our unanimous judgment that 
the proposed legislation presents no possibility of wage stabil- 
ization or of the achievement of the balance between wages 
and prices which is essential to economic stability.” 

This bill provides a sure formula for inflation: 


A first round of sharp and widespread price increases ; 
Production slowdowns due to price uncertainties ; 

3. Renewed demands for further wage increases due to 
higher living costs ; 

4. Higher production costs due to production slowdowns 
and stoppages and to higher labor cests; 

5. A cost-plus pricing amendment which requires higher 
production costs to be translated immediately into higher 
prices. 
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And all this at a time when the supply of goods is still 
far below the record demand. 

The formula would lead to disaster even if it could be 
assumed that price control could be administered in an or- 
derly fashion, and that the Office of Price Administration 
would be able to build up a staff adequate to its new bur- 
dens. The fact is, however, that these assumptions are un- 
real. The OPA could not discharge the responsibilities 
which the Taft amendment and the other price-raising 
amendments would thrust upon it—either with its present 
staff or with any staff that it might conceivably recruit. 


CoMPLIANCE DIFFICULT 


Moreover enforcement and compliance with price regu- 
lations are dependent on the general stability of prices over 
considerable periods of time. Once prices were set in con- 
tinuous upward motion compliance would deteriorate rapidly. 
Little hope could be held out for compliance with ceiling 
prices fixed under the Taft amendment. 

The reason for this is that the ceiling price of each indi- 
vidual manufacturer would depend upon the price which 
that particular manufacturer charged in the base period— 
usually October 1-15, 1941. To this base period price each 
manufacturer would be entitled to add a uniform increase 
factor representing cost increases incurred by the industry 
generally since that time. 

Under this system, obviously, every manufacturer who 
had a different price in the base period would have a different 
ceiling price now. Uniform ceiling prices would become im- 
possible, except in those industries which charged uniform 
prices in the base period. Thus, most of OPA’s dollars- 
and-cents regulations, which are the most readily enforceable 
kind, would be wiped out. 

Proof of any ceiling price violation would require proof 
of the price which the particular manufacturer charged dur- 
ing a two-week period five years ago. Every enforcement 
proceeding would thus become a time-consuming and often 
futile historical investigation. 


ConTROL COLLAPSE 


In these circumstances, the formal structure of price and 
rent control which the bill retains would be wholly ineffec- 
tual to stem the tide of inflation which it would set in mo- 
tion. Unable to cope with the deluge of industry demands 
for higher ceilings under the new pricing formulas, and in- 
creasingly aware of the futility of its task, OPA’s adminis- 
trative staff would disintegrate. After irreplaceable losses 
from its ranks had reached a certain point, the consequence 
would not be more administrative delay. It would be com- 
plete collapse. 

In the face of these alarming consequences to the country 
if the present bill should become law, I urge the Congress 
with all the earnestness at my command to reconsider the 
whole problem of stabilization. 

In that reconsideration, let us see just where we stand 
today. Under the existing stabilization laws production has 
recovered remarkably from the shock of war’s end. Output 
of civilian goods already surpasses the 1941 level and em- 
ployment exceeds that level by six million. ‘This record 
has been achieved in spite of shortages of critical materials 
and parts and in spite of extended work stoppages in basic 
industries. The major labor-management disputes are set- 
tled, and we are moving rapidly toward the realization of 
our post-war objectives of full production and full employ- 
ment in a sound economy. 

There still are shortages, but they will be progressively 
wiped out in the months ahead if business and labor stick 
to their job of producing the most possible goods in the short- 


est possible time. This can happen only if business has as- 
surance of reasonable stability in its costs and if labor has 
assurance that its real wages will not be cut sharply by 
rising living costs. 

We can look ahead to a steady easing of other inflationary 
forces. The efficiency of production is bound to increase and 
bring with it an upsurge in total output. If the stabilization 
laws are renewed in effective form, it is expected that the 
Federal budget will be balanced during the coming year, 
thus eliminating the deficit which was a basic source of in- 
flationary difficulties. : 

As the inflationary pressures lessen, commodity after com- 
modity can be removed from controls and we can emerge 
with a stable economy in which the traditional American 
free-enterprise competitive system can take command. Not 
until then will the law of supply and demand keep prices 
at reasonable levels. So long as demand far exceeds supply, 
the law of supply and demand will drive prices up. 

Let us remember further that inflation and collapse in 
the United States would gravely jeopardize our efforts to 
build the kind of international economic relations that will 
provide a solid basis for world peace. “The whole structure 
of international prices, currency values, and financial and 
trade relations is still unsettled. Because of our position 
and influence in world trade and finance, inflation and col- 
lapse in this country would shake the entire world. 

In short the most serious difficulties of the transition from 
war to peace are already behind us if only we have the wis- 
dom and fortitude to see to it that the forces of inflation, 
so long held in check, are not unleashed when victory is 
all but won. 

Therefore I call upon the Congress to act and act now 
by passing a bill which will give the nation adequate assur- 
ance of completing a successful transition to a sound peace- 
time economy. Such a bill should contain the following 
provisions: 

First. The bill should provide for extension of the stabili- 
zation laws for a full year. 

Second. The bill should authorize the continuance of 
stabilization subsidies on a scale sufficient to avoid serious 
increases in food prices during the next six months and to 
permit the orderly termination of subsidies during the first 
half of 1947. In my judgment, an authorization for the 
expenditure of a billion and a quarter dollars during the 
year as a whole is the minimum necessary for these purposes. 

Third. The bill should lay down a Congressional policy 
with respect to the termination of price controls and subsi- 
dies. I approve the provisions of Paragraphs (A), (B) 
and (V) of the proposed new section 1A of the Price Con- 
trol Act contained in Section 3 of the present bill. 

These provisions call for the orderly removal of all price 
controls and subsidies during the course of the coming year, 
with the exception only of those commodities which, on or 
before April 1, 1947, the President finds to be still in criti- 
cally short supply and for which he asks and secures au- 
thority for continued control to be administered by some 
established department or agency of the Government other 
than the Office of Price Administration. 


De-ConTrROoL PrRoGRAM 


I would not oppose the formulation of standards for the 
de-control of particular commodities, as provided in H. R. 
6042 or the establishment of an independent price de-control 
board to review these applications—provided that the stand- 
ards were modified to make sure that, during the next 
crucial six months, ceilings do not have to be lifted where 
it is clear that serious price rises would result. 

The spelling out of detailed standards and the establish- 
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ment of new and complex administrative machinery, how- 
ever, do not seem to me to be necessary. If the Congress 
lays down the declaration of de-control policy contained in 
Paragraph (B) of the proposed new Section 1A permitting 
Administration flexibility in its application, I give my per- 
sonal pledge that the policy will be carried out to the full 
in spirit as well as in letter. 

I ask the Congress also, if it gives me responsibility for 
carrying out a measure of the kind I am urging, to permit 
me to do this through a unified or effectively coordinated 
administrative organization and not to handicap me by legis- 
lating an unsound split of authority. 

Fourth. The adjustment of product prices to make pos- 
sible the maximum total production is, of course, one of the 
fundamental requisites of good price administration during 
this final transition period. I do not believe that any change 
in the present law is necessary to assure that such adjust- 
ments are made. To put the matter beyond doubt, how- 
ever, 1 would not object to a provision which expressly 
requires the adjustment of price ceilings wherever this is 
necessary and would be effective to increase the total produc- 
tion of needed goods. 


IssuES OpscURED 


The great majority of the American people want an effec- 
tive price-control law. ‘They are entitled to have it. Under 
such a law we can win the war against inflation just as de- 
cisively as we won the war against the Axis. 

Most members of the Congress have not yet had an op- 
portunity to take an unequivocal position on this issue. As 
the present bill became more and more heavily loaded with 
amendments during its four and one-half months’ progress 
through the Congress, the issues became more and more 
obscured. 

Members who wanted more effective price control were 
found voting for the bill, or for particular amendments to 
the bill, on the basis that these were the best that could be 


secured. Side by side with them were members who wanted 
to weaken price control or get rid of it altogether. 

It is most unfortunate that the Congress has delayed final 
passage of a bill down to the eve of the very date of termin- 
tion of the existing law. 

As far back as September 6, 1945, I urged the Congress 
to pass an extension of the Price Control Act at an early 
date so as to avoid the uncertainties which have made con- 
trol more difficult for the last few months. Had this been 
done there would now be no necessity for these last-minute 
decisions. I repeated my request to the Congress to extend 
price-control legislation without crippling amendments again 
and again—on January 2, 1946; May 22, 1946; May 25, 
1946, and June 11, 1946. 


Britt “IMPOSSIBLE” 


Nevertheless just before the expiration of all price control 
there has been presented to me,:by the Congress, an im- 
possible bill. 

I cannot bring myself to believe, however, that the repre- 
sentatives of the American people will permit the great 
calamity which will befall this country if price and rent con- 
trol end at midnight Sunday. On behalf of the people I 
request the Congress to continue by resolution the present 
controls for the short period of time necessary to write a 
workable bill. 

The fight against inflation is never easy. We are battling 
against economic forces which have caused us untold misery 
after every previous war and which have overcome or are 
threatening to overwhelm many of the nations engaged in 
this war. 

We shall not win this fight by soft measures. 

All of us who must play a part in the decision of this 
issue face a solemn responsibility. We stand at an historic 
moment. Our actions will be judged by the American people 
and judged again by history. 


Price Control Veto 


PRESIDENT REJECTED ADVICE OF DEMOCRATIC LEADERS 


By ROBERT A. TAFT, United States Senator from Ohio 
Broadcast over N.B.C. Network, Washington, D. C., July 1, 1946 


to make a political issue out of the OPA by a personal 

attack on me, because I introduced one of the amend- 
ments to the bill which he disapproves. I pointed out that the 
bill was passed by a Democratic Congress and its signature 
urged by the Democratic leaders in Congress. I pointed out 
that the President’s veto has brought chaos to American 
business, already discouraged and confused. 

Tonight I wish to discuss the whole price control question 
on which Congress has been working for five months before 
reaching the conclusions set forth in the bill vetoed by the 
President. Price control was enacted in 1942 as a war 
measure. It was made necessary by the tremendous deficit 
of the Federal Government. It was impossible to avoid seri- 
ous inflation when the Federal Government was spending 
fifty billion dollars a year more than it took in through taxes. 
Price control can do something, and in my opinion it was 
necessary. I helped draft the bill and supported the various 
extension resolutions. 

Price control was reasonably effective during the war. 


| AST night I pointed out that the President was trying 


The general increase in the cost of living from January 1, 
1941 until V-J Day was about 33 per cent if we disregard 
black market prices. Wage control was not so successful, 
Average hourly wage rates of factory workers went up about 
62 per cent, and farm and mine labor went up correspond- 
ingly. Since there was no increase in the productivity of 
workers, this means that labor costs of employers increased 
by 60 per cent. This fact did not affect most of the larger 
companies with war business. A few companies were put out 
of business but they could only be regarded as casualties of 
the war. 

But when the war came to an end the situation grew 
rapidly worse. Just after V-J Day, the President removed 
all semblance of wage controls. Then he encouraged and 
approved the demand for a further 20 per cent increase in 
hourly wage rates. This may well have been deserved in 
some industries, but it has set a pattern which extends to all 
kinds of wage costs. The President and the OPA encour- 
aged the extraordinary theory that wages could be increased 
without increasing prices; in other words, all workers were 
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to get something for nothing, a nice theory for politicians 
but a difficult thing to bring about in this world. Of course, 
it promptly became evident that the President was wrong. 
Price increases had to be granted to obtain any production 
at all. He had to grant five dollars a ton increase in steel, 
which increased the cost of materials for many other manu- 
facturers who also had the increased labor cost. The ulti- 
mate result is shown clearly by the coal settlement. The 
President granted the United Mine Workers an equivalent 
of 23 cents an hour increase, and the Government then 
promptly raised the price of coal by 40% cents a ton for 
bituminous and 91 cents a ton for anthracite which increases 
the cost of living of every family and the cost of manufacture 
for every other product. And this is the man who preaches 
about stabilization and the danger of inflation! The big 
labor unions and the big companies got what they wanted, 
but the little businessman waits around on the OPA door- 
step for weeks while his increased costs eat up his working 
capital and destroy his business. Since March first, over five 
hundred different increases have been granted, many of them, 
however, too little and too late. Since wages constitute 70 
per cent of the national income and of the cost of most 
products, the President’s claim was always ridiculous. 

As a matter of fact, price control is impossible once wage 
control is completely abandoned. For a while you can hold 
prices down to the increased costs and prevent speculative 
rises. Even if we now continue OPA for a year, I doubt 
very much if we can avoid a complete breakdown before 
January 1, 1947. I think we should continue OPA simply 
to prevent the speculative rises, but we might as well recog- 
nize that it is coming to an end and that in the meantime 
costs must be reflected in prices. 

There is already plenty of evidence that OPA has com- 
pletely broken down in many fields. Before June fifteenth, 
although slaughter of cattle was up to normal, only 20 per 
cent of the meat moved in legitimate channels. The other 
80 per cent was all black market and OPA did nothing 
about it. Probably nothing could be done. Every legitimate 
lumber yard is empty and yet lots of lumber is being carried 
around on trucks and sold at black market prices. There is 
no butter and little bread and cheese in the market today. 
Farmers are selling their dairy herds and getting rid of their 
poultry. Night before last the President said the price of 
automobiles under the bill he vetoed would have gone up 
$250. Yet almost anyone can buy an automobile in the 
black market by paying a $400 premium. The general 
effect is that legitimate dealers in many fields are being put 
out of business while black market racketeers flourish. 

That is an example of the administration of the OPA 
which takes the position that its powers must be continued 
without the slightest change, and that Congress must in no 
way try to improve the situation by introducing some practi- 
cal sense into the theories of the brain trusters who dictated 
the policy. 

The OPA has been primarily concerned with regulating 
profits instead of prices. The administrator required many 
products to be sold at a loss or at cost and, of course, there 
is no production of those products. They have been inter- 
ested in controlling profits instead of controlling prices. 
They have fixed the price so low that only the largest manu- 
facturers could operate, and forced every small manufacturer 
to come down on bended knees and ask for special prices 
for his own output. The reason that there have been no 
white shirts, no standard garments, no butter, no cheese, is 
that they could not be made at the ceiling prices. 

I receive almost constant complaints against the Enforce- 
ment Division of OPA. Small grocers and other retailers 
have been dragged before Price Panels and forced to pay 


illegal fines on the threat of more serious prosecution. At 
the same time racketeers have run riot with little interfer- 
ence. Prosecutions have been filed often for purposes of 
publicity against reputable concerns for technical violations, 
and then been dropped or settled with no publicity at all. 
Applicants for relief in Washington have had to wait for 
weeks and months before final action. 

As a result of this breakdown and confusion there are 
many members of Congress who sincerely believe that OPA 
should be completely abolished at once. Admitting that there 
ought to be some price control in theory, they say that ‘no 

rice control at all is better than the mess we have. My 
purpose throughout the Committee hearings has been to 
continue OPA, but force some reforms in their practices to 
eliminate the worst features that exist today. I think this 
met with general approval from Congress, except those who 
wanted to abolish OPA altogether. Senator Barkley him- 
self introduced an amendment, with OPA approval, I think, 
providing that price control should be liquidated as rapidly 
as possible, product by product, and OPA abolished on July 
1, 1947. The only question is how fast this should be done. 
There is no difference of principle. Only one of timing. 
The Senate adopted an amendment providing for the im- 
mediate decontrol of meat, dairy products and poultry. It 
seemed to me that there was no solution for the present scan- 
dal in the meat situation except to take off controls. I think 
the price of meat would actually be lower than it is today 
in the black market, and there would be meat to buy. But 
when this amendment was dropped in Conference, I urged 
the adoption of the bill leaving this meat decontrol to the 
discretion of the Secretary of Agriculture. It was not an easy 
job to get the Senate to agree to the bill without specific 
decontrol of meat, dairy products and poultry. 

The President says that the Taft amendment will bring 
about inflation. As a matter of fact, inflation has already 
been brought about by his own policy of abandoning wage 
control. His reference to the Wage Stabilization Board is 
ridiculous, because the control of wages by that Board is a 
farce. Any employer can pay whatever wages he wishes to 
pay. If the Wage Stabilization Board does not approve the 
wages, the employer is not given credit for the increase in 
his costs, but if he is an important employer and the union 
is an important union, particularly a CIO union which is on 
strike, any increase is promptly approved. It is ridiculous 
for the President to claim credit for preventing inflation 
when he has abandoned all wage control. It is equally ridicu- 
lous for him to talk about preventing inflation when he has 
recommended every possible project for Government spend- 
ing and we look forward during the next twelve months to 
a deficit of about six billion dollars. 

The President spent most of his message in attacking the 
Taft amendment, but his attack was utterly unfair. All 
that the Taft amendment provides is that producers, in- 
cluding farmers and manufacturers, shall be allowed to 
charge prices which reflect the increased cost of labor and 
material which they now have to pay. This is done by per- 
mitting them to charge for each major product a price equal 
to their 1941 prices plus the average increase in the cost of 
labor, materials, et cetera, since 1941. After all, this is 
peacetime again. Why shouldn’t the producer be placed in 
the same position as he was in before the war? There is no 
question of a freeze any more, because the OPA itself has 
put over five hundred price increases into effect since March 
first. All we want to prevent during the next six months 
are the speculative rises in price over and above the increase 
in costs. The danger I am concerned about is taking the 
roof off, as the President does by his veto. But how can 
anyone hope to get production if we don’t allow the pro- 
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ducers to charge enough for their products to pay for the 
increased cost of labor and material? Even the President 
admits in his message that this principle has a “superficial” 
reasonableness. ‘There is nothing superficial about it except 
to the master minds among the New Deal economists at 
the OPA, 

\s a matter of fact, there is nothing new in the principle. 
The original Price Control Act expressly provided that the 
Administrator should start with the prices prevailing be- 
tween October first and October fifteenth, 1941, and should 
make adjustments for general increases in costs of produc- 
tion, distribution, and transportation, among other factors. 
The language was pretty general, and the OPA never paid 
any attention to it. “Then, in 1945, we passed a law which 
expressly provided that “modification shall be made in maxi- 
mum prices established for any agricultural commodity and 
for commodities processed or manufactured from any agricul- 
tural commodity and that means nearly all food and cloth- 
ing in any case where, by reason of increased labor or other 
costs incurred since January 1, 1941, the maximum prices so 
established will not reflect such increased costs.” As usual 
the OPA didn’t pay much attention to Congress, but they 
did use almost exactly the formula of the Taft amendment 
in pricing canned vegetables in 1944 and 1945. Further- 
more, the so-called Bankhead amendment for several years 
has compelled them to follow more or less the same formula 
as to all cotton textiles, 

in many fields, however, the OPA has by express regu- 
lation, forced manufacturers to sell some products at cost 
or at a loss, because some members of the industry were 
making profits on other products. Of course, nobody makes 
the things which have to be sold at a loss. This is the rea- 
son for the shortage of butter, of many standard types of 
clothing, of building materials and many other articles. The 
President's figures on possible increases are wild guesses and 
for the most part dead wrong. I was called by the Associa- 
tion of Washing Machine Manufacturers who said that the 
President's estimate of one-third more for washing machines 
was a gross exaggeration, that the manufacturers hoped 
there would be no price increase at all, even if price ceil- 
ings were removed entirely. Any steel increase would be 
less than half that stated by the President. You can judge 
from this how accurate his other figures are. Any increase 
in manufactured goods brought about by the ‘Taft amend- 
ment would be of minor importance compared with the im- 
portance of actually being able to buy them. 

Furthermore, the President deliberately misrepresented 
the effect of my amendment when he said six times that price 
increases would result “immediately” or “right away.” Un- 
der the amendment no increase can occur until the Industry 
Advisory Committee has presented complete figures to prove 
its case. ‘This would take from 30 to 60 days. Then the 
Price Administrator is given 60 days in which to examine 
the figures and fix the amount of the increase. The burden 
of proof is on the industry. If the Administrator refuses 
to admit any increase, there is an appeal to the Emergency 
Court of Appeals, which would take several months or 
more. Long before that, I hope we would be well on the 
way to the end of all price control. I hope the Administrator 
would act more promptly, but there is nothing immediate 
about it. Whereas the President's veto removed all controls 
of every kind at midnight last night. 

It is significant that the President admits that the Taft 
amendment would have no direct effect on food or rents. 
But his veto ends food and rent control altogether. He 
argues that because other prices would go up, food and rents 
would be bound to rise. | admit that ultimately there would 
be some effect if other prices rise, but the effect would be 


about one-tenth of the effect on food and rents of the wage 
increases stimulated by the President. Long before there is 
any substantial effect on food and rents from the Taft 
amendment, price control will have come to an end. But 
the ultimate and unavoidable breakdown of price control 
will result directly from the President’s policy, not from 
act of Congress—certainly not from the minor requirement 
that manufacturers be allowed to reflect their increased costs 
in prices. 

One of the President’s arguments against the Taft 
amendment is that the margin between costs and prices 
were unduly high in 1941. There is no evidence that this 
is true. The Bureau of Labor Statistics shows that the 
cost of living had increased 10 percent from the 1939 aver- 
age to October 1941. Straight-time hourly earnings had 
increased over 17 percent during the same period, so there 
is really no evidence that there was any wide margin in 
October 1941. I picked out the date because it is the date 
fixed by the original Price Control Act as the base period 
from which the Price Administrator has always been re- 
quired to begin. True, he has not paid much more atten- 
tion to that than to any other part of the law. If he would 
prefer 1940, that would be just as satisfactory. 

I might say here that the Committee has had no help 
whatever from Mr. Bowles or Mr. Porter at any time. 
They denounced every effort to improve the administration 
of OPA as a crippling amendment. They fought every 
proposal made. ‘They denounced Congress in the press and 
over the radio. They were unwilling to abandon one iota 
of their power, or modify in any way the policy by which 
they tried to make businessmen absorb the increased costs 
of wages and materials. I have no special pride in the form 
of the Taft amendment. I only insist that if we are going 
to get production, we must permit the price of each product 
to reflect the increased costs of wages and materials. 

The President argues that there is now a greater volume 
of business, and, therefore, businessmen should accept a 
lower margin over cost. Of course this argument is wholly 
fallacious. Perhaps some industries as a whole have a larger 
volume, but there may be many smaller concerns, particu- 
larly people just starting in business, who do not have a 
larger volume. We have to fix prices, not for the larger 
companies, but at a level which will encourage small busi- 
ness to continue in business, and which will encourage new 
men to go into business. 

Why on earth in peacetime should we try to hold business 
margins down below where they were before the war? If 
men could survive in a competitive industry then, they 
ought to be able to do so now. This bill restores price con- 
trol as it was originally planned. Incidentally, the price of 
many products will be held below the maximum price by 
competition and this will be an increasing force as produc- 
tion increases. The Taft amendment guarantees no man a 
profit. 

It is claimed that OPA will have a difficult time to en- 
force the formula of the amendment. Anyone who has 
studied the kind of formulas the OPA has used, anyone who 
reads their complicated price regulations, will realize that 
nothing could be more complicated than the existing theo- 
retical abstractions of the present brain trusts in OPA. 

The amendment leaves the final determination of cost to 
OPA and puts the burden of proof on the Industry Commit- 
tee. If it isn’t met, there is no increase. Furthermore, the 


application of the formula can only be demanded by the 
Industry Advisory Committee. It will, therefore, be possible 
in most cases for the Price Administrator to reach an agree- 
ment with the Industry Committee on some figures which 
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approximates the increase in cost. In nine cases out of ten 
the Advisory Committee would be willing to compromise to 
secure prompt action. 

As a matter of fact, the objection to the Taft amendment 
is a smoke screen. The President was determined to veto 
the bill to please the PAC, and if it had not been my amend- 
ment it would have been another amendment. He objects 
to the decontrol formula requiring products to be decon- 
trolled when the supply equals the demand, the simple for- 
mula laid down by Congress. We tried in vain to get Mr. 
Porter to say that he would decontrol petroleum though 
the supplies are backing up today because they are greater 
than peacetime demand. It is evident that neither Mr. Por- 
ter or the President intends any decontrol at all. The 
President objects to the stopping of subsidies on April 1, 
1947. He objects to any formula which takes away from 
him the power to fix prices as he pleases. These are his 
real objections to the bill. 

In short, in the Act passed by Congress, the President re- 
ceived complete power to prevent speculation and speculative 
increases in price and all increases in rents. We merely 
reafirm more vigorously the original principles of the Price 
Control Act. Yet, he has chosen to plunge the economy of 


this country into chaos. In such a controversial field where 
feelings already run high, we cannot hope that the Senate 
will act without debate, and it should not do so, because 
the issues to be settled are vital to the welfare of the coun- 
try. I hope price control will be continued, and I should 
vote to reenact the bill he has vetoed; but I’m afraid the 
bill which the President will get the next time, if he gets 
any, may go further towards decontrol than the one he has 
vetoed. In the meantime there are no price controls. Ne 
businessman knows what he should do or what price he 
should charge. I hope that everyone will exercise the rea- 
sonable restraint which Americans always exhibit in a crisis. 

The President had a choice between a reasonable transi- 
tion from price control back to the free enterprise system 
on the one hand, and the ending of all OPA powers by 
veto. He chose to take all the chances of chaos, followed 
by speculative rises in price. He chose this course having 
been warned by his own Democratic leaders of the neces- 
sary result of his policy. He has repudiated their leadership 
and assumed to write a law for Congress, although the 
Constitution of the United States gives the Congress power 
to state the conditions on which price control shall be 
continued. 


The Problems of the Moment 


GOVERNMENT PERSONNEL, PALESTINE, SPAIN, RUSSIA, PERSIA, GERMANY 


By ERNEST BEVIN, British Secretary of State for Foreign Affairs 
Delivered at the Labor Party Conference, Bournemouth, England, June 12, 1946 


R. CHAIRMAN and fellow delegates, I think this 
debate to-day is a great example of the democratic 
movement in action. It is an occasion on which 

everybody from their separate points of view can put to the 
Conference and to the world what they want to say. And 
no one would be happier than I if in every country in the 
world without distinction the same kind of Conference could 
be held with the same report to the world. Nothing can con- 
tribute so much to the peace of the world as the free ex- 
pression of the people, especially when they come from 
parties like those which are giving such constant attention to 
these great world problems. 

I said in the House of Commons the other day—and if I 
may say it in passing, I would like, in view of the criticism 
of that speech, that the Labour Party should print it and get 
the rank and file of the members of the Party to know ex- 
actly what I said, for to pick out short excerpts and mis- 
quote and misrepresent them in international affairs is not a 
good method—lI said in the House of Commons the other 
day that, unlike the old days when these things were re- 
garded as a problem for those who were sometimes called 
statesmen, the two world wars had made Foreign Affairs a 
problem for the whole people. No one will be happier 
than I if before I leave this office—and I am very glad 
to think that the Party has no dearth of candidates to fill 
it, and I assure you | did not want it—no one will be hap- 
pier than I if before I leave this office these problems have 
been fully discussed in this way so that I can carry the world 
organization a stage further wherein it will draw its power 
direct from the people and not merely from Governments. 

One speaker said that members of the Party were be- 
wildered. Well, I can understand that. So am I. So is 
anybody who has got to clear up the mess in this world after 
25 years of appeasement and six years of war. The resettle- 


ment of the world is no easy task. It is a problem which 
is filled with anxiety—anxiety on two grounds. One ground 
of anxiety—and the most important one—is the recognition 
that the constituents for whom you are working are not yet 
born, that any step you take now does not only determine 
what is going to happen to the people in this Hall, but 
what is going to happen to the generations unborn, that 
the efforts of your work either for peace or war will reveal 
themselves in 20, 30, 40, probably 50 years’ time. I would 
say to anyone who studies foreign affairs that they must 
not be obsessed with the things of the immediate moment 
but try te study how their actions and policies are likely to 
work out in the future. 

I agree that the problems of the moment are tremendously 
bewildering. When the Prime Minister called upon me to 
undertake the task I gave it very careful thought, and I 
will be quite frank with this Conference. I have spent 36 
years of my life in combat and trouble and contention of 
one kind and another, and, looking at it from a purely per- 
sonal point of view, I thought I would like to settle in 
quieter office, that of the Chancellor of the Exchequer. But 
for some reason or other they suggested that I should de 
this, and I have taken it on and I will do my best with it. 

May I digress for a moment and say this: I was struck 
very much yesterday when the Prime Minister ran through 
a review of the measures carried by the Government during 
this year of office and also his review of future progress. 
I think it is well for this great Conference to remember— 
I say it without ego—that for many years I have tried te 
work with others on reports which are now the basis of 
legislation. ‘Those things were carried through in face of 
bitter opposition by my own people, but today they are the 
basis of your Socialist programme, worked out through the 
Trades Union Congress and the Joint Economic Committee. 
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I thought it was very encouraging, as it were, to be sitting 
here and listening to a review of the results of long years 
of effort. One name came to my mind which I mentioned 
to the Chairman—a man now gone to join the great ma- 
jority, a great man, but perhaps almost forgotten, our dear 
Milne Bailey, who did so much to further these magnificent 
reforms. 

I mention that because I draw an illustration from it. 
I cannot—neither could anybody occupying this office—be 
expected to solve in the course of ten months every human 
problem which has been thrown up by this war. I know 
that you expect the birth of great things in nine, but you 
cannot build a new world in ten. I say, as one of my 
colleagues said about a domestic problem, “Give me four or 
five years and then see what results can be produced.” I 
say the same. Every day that we move away from the hor- 
rible tragedy of war the facets and circumstances change. 
Let me give you one illustration. In the London Confer- 
ence last year we broke down on a question of procedure 
concerning the exclusion of France. I refused to give way 
and I think I was right. This time in Paris France was ad- 
mitted. The question of her being present was never raised. 
What is the deduction to be drawn? ‘There has been a 
mellowing on that point at least in between Conferences, 
and I was very glad to see the change. I am not prepared 
to accept the pessimistic view that what has been said over 
the radio and in the Press during the last few days is the 
final word. ‘There is no final word until you come to the 
real issues which I will refer to later. 

Allow me to express my gratitude to Mr. Bullock and 
through him to the great Trade Unions of the country which 
he represents for their support. I welcome that resolution. 
{ have seen this Party pass through many vicissitudes. I 
have seen many come and many go, but in our darkest days 
the Trade Unions have never deserted. Therefore to have 
the support, which I think I have, from the Trade Union 
Congress and from the Trade Union membership of the 
country which I have lived with for so long, is the greatest 
source of satisfaction to me as it would be to anyone who 
represents this country abroad. First of all the Trade 
Unions have not only come into their own, but the Trade 
Unions today are a solid expression of working-class col- 
lective views and nobody did more to make the Labour 
Party successful at the last election than the Trade Union- 
ists of this country. 

I turn now to the resolution moved by Hendon South. 
The mover said that this was not a vote of censure. I would 
not be Foreign Secretary if I was so simple as to accept that. 
It is the usual old resolution collected into a lovely phrase 
with a few words thrown into the middle. It condemns me 
for following a Conservative policy in effect. I deny that. 
| repudiate it. ‘The resolution urges a return to socialist 
policy, which assumes I have departed from it. If that is 
not a vote of censure I have never heard one, and I say to 
my friends from Hendon who moved this that if this is 
passed by the Conference today there is no doubt what will 
be the interpretation which other countries place upon it 
tomorrow. I ask the Conference to reject it. 

I would ask delegates, when dealing with foreign affairs, 
to keep two things in mind. I said this in Edinburgh many 
years ago when we were discussing Russia. Our people had 
been out there promising them a revolution in England, 
which they knew would never come, not in that sense. I 
appealed to them then to remember that you car say these 
things in your own country and everybody knows what value 
“to place upon your utterance. But when you say it so that 
people abroad can hear it, they, with their very logical mind, 
think that you can do what you say and if you do not they 






are disappointed. Therefore, of all the things that are de- 
bated at this Conference nothing should be more solemnly 
and carefully looked at than the subject of foreign affairs, 
not because of our own position but because of the inter- 
pretation which may be put upon it abroad. Therefore I 
am satisfied, having studied the resolution very carefully, 
that it is intended to be a vote of censure in spite of what 
the mover said, and when I go to Paris on Friday it will be 
interpreted as a censure upon me. 

I come now to the question of diplomatic personnel. I 
give the lady who moved the Holborn resolution (Miss 
Marcourse) the promise that although she has revealed so 
much under the Official Secrets Act I will give her abso- 
lution and not turn informer upon her. I took over this 
office last year in July and this Conference is asked to as- 
sume that I have done nothing. If there is one thing in 
this world I can claim it is to be an organizer. I think my 
successor at the Ministry of Labour will agree that I handed 
over to him one of the best Departments in the whole of 
the State. But all these things take time. It is said that I 
am admitting to the service Eton and Harrow. I am not 
one of these who deary Eton and Harrow. I was very glad 
of them in the Battle of Britain—by God, I was!—those 
fellows paid the price in the Royal Air Force on those fatal 
days. If the Universities are to be criticized, well, put up 
a vote of censure on Harold Laski, because it is the product 
of the Universities I have got to accept. 

But there is another thing to be considered. The Foreign 
Office are not responsible for taking on their own staff. The 
staff in the Foreign Office has got to be recruited through the 
Civil Service Commission and the applicants come from all 
walks of life. As far as I know in this last lot, out of 
about 55 who have come in, not more than two are Harrow 
men. The new entrants are young because for ten years 
not one man was introduced. The six years of this last 
war and the four years of the previous war created ‘a gap 
of ten years in the staff. It is an impossible proposition to 
expect things to be made good in ten months. It is per- 
fectly true that I have had to keep some of the older people 
on. I had no one to take their place. What is a Foreign 
Embassy? You talk of a Foreign Embassy as if it were a 
place dealing only with political things. It is a business, 
and I am determined before I go out to make it a very 
efficient business. I was the first man who persuaded the 
Coalition Government to introduce Labour Attaches in the 
Foreign Ofhce. We put in a young man named Gordon. 
Is there any man who has ever been to Washington who 
says that that did not improve the service? It improved 
the contacts with Labor in the United States. Has anybody 
been to Italy and met Braine and not found him a very 
efficient man in linking up with the Labor Movement in 
that country? Has anyone been to Paris and seen Davis, who 
is in contact with all the Trade Unions and everybody in 
France and not found him an efficient man? I have just 
sent two Labor Attaches to South America, and I am in the 
process of appointing Labor Attaches to Scandinavia and to 
Holland. I have one in Belgium. I intend introducing 
them to China and the Far East, in order that not only shall 
I have Military Attaches and Commercial Attaches, but I 
shall have Labor Attaches who are in touch with the busi- 
ness of the people of the country. 

We must consider not merely the Ambassador but the 
organism for which he is responsible. I have tried to intro- 
duce gradually, as fast as I can get the men, not only Labor 
Attaches but much younger Commercial Attaches, and I do 
not think the Board of Trade is disappointed. In the short 
time I have been in office, I have begun a reorganization of 
the Consulates. I pay more attention to reorganizing, build- 
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ing up and modernizing the Consulates than almost any- 
thing else that is attached to the Foreign Service because 
while the Ambassador is in the capital the Consulates are 
everywhere. They are the people who are closely in touch 
with the actual events that are going on all over the world. 
It is very difficult to get these men. Only yesterday I had 
a little argument with the Chancellor of the Exchequer be- 
cause I thought that his Civil Service Commission was a 
bit too narrow. I do not want a man to know everything 
about mathematics and lots of other subjects. I want the 
Chancellor to remodel the examination for my Department, 
which he has agreed to do because I want more in the shape 
of personality; but I am dependent on the Civil Service 
Commission. I do not think it is telling tales out of school 
when I say that I wrote the paper when I was Minister of 
Labour which was really the basis of the Bill introduced 
by Richard Law. I said at the Southport Conference that if 
a boy could fly a Spitfire, we ought to be able to train him 
for any service in the country. We have developed this 
approach to a very large extent. I am not going sacking 
right and left. Before I make a change I want to know I 
can make a business change and carry on successfully. I am 
not going to break contacts until I know that I have got 
other efficient people to carry on the contacts. 

In addition I have come to one decision which as long 
as I am here I have no intention of going back on. I had 
to choose whether or not I would go outside the Foreign 
Service. I visualized it from the point of view of the young 
man entering the service. I said to myself: “If I were a 
young man entering the service what sort of ambition would 
I have? I think that the perfectly legitimate ambition is 
to make myself efficient in order that I can hold the plums 
of the Diplomatic Service no matter where I come from.” 
If I see politicians—who you want to get out of office some- 
times—put in and taking my place and my promotion, I 
think it will have a daunting effect on the proper develop- 
ment of a service like the Foreign Office. I decided to stick 
to the career man, and it is up to the training and up to the 
Civil Service Commission to give me a man that I can make 
a career man. 

You talk to me about retiring old men—an awful thing 
to say to me—but I could not have selected a better man for 
America than Archie Clark Kerr, I think that every one 
of my colleagues who worked with him, even in previous 
Labor Governments, will agree that that was a wise selec- 
tion. He has reached retiring age, but then I have got to 
train up another man to follow him, and at the moment— 
when I have got to liquidate the whole of our war-time or- 
ganization and reorganize the Embassy in the United States 
—lI want a man with experience who knows what an Em- 
bassy ought to be and what all its branches are. It is not 
a place merely for going and seeing the President or the 
other Foreign Secretary. 

I want to grapple with the whole problem of passports 
and visas. A Diplomat asked me in London one day what 
the aim of my foreign policy was, and I said: “To go down 
to Victoria Station, get a railway ticket and go where the 
Hell I liked without a passport or anything else.” I stick 
to that. The result is that I have not taken out a passport 
myself yet. All this movement of people about the world 
is a vital job to be worked out by our Embassies and by our 
people in the future. I have been positively annoyed at the 
handicap already over movement between Paris and London. 
My friend, Leon Blum, knows all about it. But it is diff- 
cult at the present time, with our food problem and all the 
rest of it, and I cannot do all that I would like. 

With regard to the diplomatic staff, you can keep on 
prodding me every year. I do not mind. But I want to 


work out a clear, well-defined, organized method to make 
this service worth while for the Labor Governments that 
you will elect as time goes on. 

Now it is said that these men do not carry out my poli- 
cies. I deny that. I beg of you not to try to introduce the 
wrong principle into the Civil Service. I have had a good 
experience now for six years. What the Civil Service likes 
is a Minister who knows his mind and tells the officials 
what to do. They will then do it. If it is wrong the Min- 
ister must take responsibility and not blame the Civil Serv- 
ice. That I am prepared to do. 

There is one other thing which everybody seemed to have 
forgotten this morning. I have adopted the report and in- 
troduced equality between men and women in the Foreign 
Office Service. As regards the new candidates who are 
coming along, women will have the same chance to go be- 
fore the Commission to be appointed as men. I think we 
have done a few things. 

Now, Sir, I want to turn to the Resolution regarding 
Palestine, Palestine is a terrific problem. It is really a 
Colonial Office problem, but I recognize that you could no 
longer leave this as a purely Colonial problem. It was an 
international problem, and, therefore, I shared it with my 
friend George Hall. In association with him, I have had 
discussions to try to grapple with this problem. I came to 
the conclusion that the mere wiping out of the White Paper 
would not lead us very far. There has been the agitation 
in the United States, and particularly in New York, for 
100,000 Jews to be put into Palestine. I hope I will not be 
misunderstood in America if I say that this was. proposed 
with the purest of motives. They did not want too many 
Jews in New York. Those 100,000 do not touch the fringe 
of this problem of the refugees in Europe. I invited the 
United States to join with us in grappling with this prob- 
lem. I am extremely grateful to them for taking part in 
this Commission, and I am thankful to Mr. Crossman for 
putting the point about the Jewish State so forceably this 
morning. I would say to my Jewish friends: Those few 
words in the Resolution may set you back for years. Like 
Mr. Crossman I have, however, no objection to most of 
the Resolution. 

Now do you want a settlement of this problem? If you 
do, then I would suggest to you that you leave the matter 
where it is after I have explained what has happened. In 
Palestine there are illegal armed forces. If we put 100,000 
Jews in Palestine tomorrow, I would have to put another 
division of British troops there. I am not prepared to do it. 
I know that this business grew out of 1937 and the White 
Paper and all the agitation, but really I must say to the 
Jews and to the Arabs: “Please put your guns away.” Do 
not blow up the British Tommy, who is quite innocent in 
this matter. You are creating another phase of anti-Semitic 
feeling in the British Army because of what has occurred 
recently in Palestine. Their attitude may be unreasonable, 
but really that is not the way to discourage it. The Com- 
mission quite rightly said: “These illegal armies on both 
sides ought to be disarmed.” I believe that if both sides did 
disarm, then peace and development would be much easier 
to achieve. I must make that statement because this is one 
of the crucial points in the case. 

Secondly, the financial issue involved in this business is 
tremendous and the British Chancellor of the Exchequer 
cannot carry it. I think he will agree with me. We have 
gone into it together and we cannot carry it. The taxation 
in this country is at such a point that we cannot take on 
another £2 million of expenditure on Palestine. That is 
really what is involved. It is not merely taking the people 
and putting them there. Therefore the Prime Minister and 
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I have suggested to the United States that we should ap- 
point experts right away to consider the implementation of 
this Report together: finance, military matters, transport, 
housing, and what is probably the most vexed problem of all, 
the land problem. I am not committing myself here, but 
| think I may venture a thought and a thought only. With 
the study of the development of Palestine, with the Trans- 
fordan schemes, the possibility of fertilizing and developing 
the Negabs, in order to achieve these purposes I think we 
shall have to come to the conclusion jointly that the land 
will have to be publicly owned, and that it will have to be 
leased out, probably by a Mixed Arbitration Tribunal, and 
allocated. Because if you have to raise the Arab life to a 
standard equal to that of the Jews, you cannot do it if all 
their land is taken away from them. You have to balance 
these things very carefully. I see a possibility of approach- 
ing this problem on a really thorough and scientific basis. 

President Roosevelt and the British Government both 
cave a pledge that we would consult the Arabs and the Jews. 
‘The famous Palestine mandate leaves me with a feeling that 
it is so drawn that it can be argued both ways. “How happy 
would | be with either were t’other fair charmer away!” 
it is a promise to two people. I do hope in the future that 
none of us will give ambiguous promises to people which are 
capable of two interpretations. 

| came into this Jewish problem in the days—I think it 
was—of the 1929 Government when Lord Passfield was 
Colonial Secretary. For my sins I had to support a candi- 
date in Whitechapel. Naturally there was excitement. On 
one side of Whitechapel there was excitement about the 
Catholic schools and on the other side about Lord Pass- 
tield’s White Paper, and we had to win with both of those 
obstacles and we did. I knew about it before but I had not 
tudied it to the extent that I did on that occasion. I read 
the Hope Simpson Reports and all the Reports from the 
Mandate right the way up. Dalton will remember that I 
vot MacDonald to make Arthur Henderson the Chairman 
of a Committee. This Committee amended the White Paper 
and the Jews were very pleased at that time. I have been 
working with the Arabs and the Jews. I believe that han- 
dled properly and with patience this can be settled, as some- 
body said, as a part of a Middle Eastern problem. You 
cannot deal with the Palestinian Arabs alone. The Arab 
League has become a fact and you cannot ignore it. While 
we have not entered into diplomatic relations with the Arab 
league, we are in touch with it. Bound up with this is 
the great problem of Egypt. Our policy in Egypt is not 
quite Churchillian, for we consider that all these things 
are acting and inter-acting together. 1 welcome the state- 
ment that I saw in the Press yesterday in which the Arab 
League’s approach to this problem is not quite so recalcitrant 
as it has been. It was not so hostile. 

| would, however, ask the Jews this: While I agree with 
a Palestine State of some kind—and I use the phrase “‘Pales- 
tine State” and not “Jewish State’—I do not believe in 
absolutely exclusive racial States. I really do not, because 
you cannot sort the world out that way however you try. 
It is too disturbing to move people there who have been 
living for centuries and made a racial State. You might 
just as well try to do that in England with the Welshmen 
and the Scotchmen, or what is worse, try to make Glasgow 
completely Scotch and see how you would get on, or Cardiff 
completely Welsh. It is impossible. This exclusive racial 
approach is a different thing from having a State which you 
can treat on equal terms, to which you have given indepen- 
dence, and which you appoint Ambassadors, and so on, to 
represent the people in that State, whether Jews or Arabs, 
all over the world. What they are driving for—I think— 


is that in Palestine they want not merely a home but a 
Palestine State so that from that State there can be a voice 
in the Chancelleries of the world. I hope that I have inter- 
preted the thing aright. That is what I will strive to do, 
but it is going to take patience and work in order to ac- 
complish it. 

In this field I have found, in dealing with Arabs over 
matters outside this Palestine controversy, that there is a 
great generosity. One of the purposes of my policy in the 
Middle East has been to raise the standard of life in those 
countries. I firmly believe that apart altogether from a 
solution of the Palestine problem and not as a substitute for 
it—I emphasize that—there would be a great welcome for 
many more Jewish brains and ability throughout the whole 
of the Arab world. That is what is needed. ‘They possess 
scientific, cultural and other abilities which the Middle East 
require. “They could be in those countries like an English- 
man or an American or anybody else, and I believe there 
is a great outlet for their help in the work. I would invite 
everyone to consider it. I believe there never was a greater 
chance in the history of mankind after all the tragedy of 
2,000 years through which these people have gone. States- 
manship has never had a better chance to solve this prob- 
lem if we act aright and with patience and with support. 

I say to the Arabs and I say to the Jews: there is a great 
territory; there are millions of people. I beg of them not to 
push their particular points of view and perpetuate disagree- 
ment but strive with America and ourselves to promote 
agreement in its place, constitutionally, diplomatically and 
territorially in the belief that this anguish that has been 
suffered may be brought to an end. 

But, Mr. Chairman, I cannot accept the position that the 
Jews in Europe or anywhere else should be excluded. I 
know they have had these terrible gas chambers. I know 
the horror, but when you have done all that you can in 
Palestine there will be many left. 1 believe—and I think 
that the Conference supports me in this—that, notwith- 
standing the anti-semitic feeling that Hitler created—and 
not only Hitler but, I am afraid, Poland and other coun- 
tries—we must strive for the Jew in the country of his 
adoption to be a citizen of the country, and to observe the 
laws of the country. He must enjoy all the rights of that 
country just as the Chairman and every other Jew does in 
Great Britain. For my part I cannot bring myself to accept 
the theory that has been adumbrated in America and else- 
where that because a man is a Jew he must be hounded out 
of Europe to some other country. My goal as Foreign Sec- 
retary is to bring him back again, after all the terror that 
he has had, on terms of equality with the other citizens 
throughout Europe. 

Now Ii turn to Spain. This debate today has touched on 
only a few of the problems with which I have to deal every 
day. I think that the problem of Spain has been muddled. 
I made a declaration in the House of Commons that I would 
not intervene in the internal affairs of Spain. I believe that 
if other countries had not intervened in the internal affairs 
of Spain, Franco would have been gone. I say that ad- 
visedly. Every time this thing has been going the right way 
fantastic moves have been made for propaganda purposes, or 
political purposes, or elections or something of that kind. I 
have been in the closest possible touch with the Spanish people 
and my experience is that they dread civil war. They dread it, 
and so would you. They lost more people in that civil war 
than Great Britain lost in the last war. It is a terrible 
price for that struggle, and, therefore, I believe that the 
steps that we were taking—which, for obvious reasons, I 
am not going to go into here—and the policy that we were 
following are right. Now the question has gone to the 
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Security Council. I must confess that I have not read in 
detail the whole of the Sub-Committee’s Report, owing to 
pressure of work, but I propose to do that tomorrow. I do 
urge that any resolution advocating economic sanctions, which 
will result in penalizing the ordinary workingman in Spain, 
is not a wise thing to adopt. I have been quoted as speak- 
ing at Edinburgh on the last non-interventionist business. 
I have not the speech with me, but I would take you back 
to the Margate speech and to the Brighton speech in the 
Labor party where I got into trouble. I said that directly 
you start sanctions you must be prepared for war. I do 
not believe in this business of going into strikes and troubles 
as if no consequences have to be faced. If you are worth 
your salt you will look at every eventuality. In my opinion 
if you start troubles you will get the resentment of the 
Spanish people instead of their support. The Spanish people 
are anxious not to be thrown into turmoil again, but if left 
alone there are wide classes in Spain anxious to get rid of 
Franco. The recent events have temporarily strengthened 
the position of those who want to keep Franco. 

I have been called upon to withdraw the Ambassador. 
People have written to me one day calling upon me to with- 
draw the Ambassador, and in the next post I have had a 
letter from the same people calling upon the Ambassador 
to go down and watch a trial in order to see that injustice 
should not be done. I have never been enamoured of this 
withdrawing of Ambassadors. I do not think that the Am- 
bassador is so important as that. When I. went into office 
in 1940 in the Coalition Government, one of the first things 
tackled was the restoration of diplomatic relations with 
Mexico which had been broken off for about four or five 
years. Our relations have been much better as a result. 
We broke relations with Russia, but we never changed Rus- 
sia’s policy. I am told that this mere act is a gesture. A 
gesture without a positive policy behind it really is valueless. 

While I cannot say, and I will not say at this meeting, 
exactly the steps that we are taking or propose to take, I 
am ready to consult with the United States and with France, 
who are more directly concerned at any moment in con- 
nection with the Spanish problem. Of course, I hope that 
nobody will recognize Franco who is not recognizing him 
now. We have got to be careful about that. A little while 
ago I was pressed on all hands as soon as I entered office 
to withdraw the Ambassador from the Argentine. These 
things change very fast. I have to watch everything that is 
happening. 

The next Resolution deals with the U.S.S.R. This Reso- 
lution looks very innocent, but what does it imply? It im- 
plies in the first instance that I have not been sympathetic 
to Russia. I think that that is what it is intended to imply. 
Is there any man in this Conference who historically did 
more to defend the Russian Revolution than I did? It is 
forgotten in this age, but when the Soviets did not have a 
friend I got dockers and other people to assist in forming 
the Council of Action and stop Lloyd George attacking them. 
I fought the Arcos raid and | called it silly. I fought 
Churchill’s interventionist policy for which we are paying 
now. I fought every attempt to break off relations. I 
helped to form in Transport House Anglo-Russian com- 
mercial relations about which this Party do not know much. 
All through those years there was one thing that I would 
not do. The thanks that I got for it was an attempt by the 
Communists to break up the Union that I built. I said to 
Maisky on one occasion: “You have built the Soviet Union 
and you have a right to defend it. I have built the Trans- 
port Union and if you seek to break it I will fight you.” 
That was a proper position to take up. Both were the re- 


sults of long years of labor. After that there was a slightly 
greater respect for my view. I think that is fair. 

It has been said that I have not attempted to discuss the 
Treaty with Russia. Why do you say these things? If 
you want to help to mellow and soften this position between 
Russia and Great Britain, the greatest enemies of friend- 
ship are the Russian supporters in this country. I discussed 
the Treaty in Moscow. I offered to extend it to fifty years. 
When Generalissimo Stalin said: “I should need to amend 
it,’ I said: “Let me know what would suit you.” I dis- 
cussed the points where the British interests and the Russian 
interests meet. I said to him: “We cannot help meeting in 
places, and the thing for you and me to do is to keep the 
ball bearings so greased that there will be no friction where 
we do meet,” and I am willing, to do that. What more 
can I do? I have had the Ambassador who left and the 
present Ambassador there discuss it. But you see I do not 
get anything definite. I am not going to say anything today 
which will cause ill-feeling or cause trouble having regard 
to the further effort that | am going to make in Paris next 
week, 

Regarding trade, Sir Stafford Cripps offered to fly to 
Moscow to discuss trade. No one has been more anxious 
than we have been to try to get timber for our houses. I 
spoke to M. Molotov in London and said: “You see the 
devastation around’ you. If you have got timber that you 
can sell we should be glad to have it. We will discuss it.” 
Cripps has done all that he can, but if we get no response 
why blame me? 

Regarding cultural relations, every newspaper in this 
country prints every speech that the Generalissimo or M. 
Molotov utters. The speech that I made in the House of 
Commons has not appeared in a single Russian paper. What 
is the reason why the people of Russia are not allowed to 
know what is happening elsewhere? If you lecture me on 
exchange of views, believe me, we are not holding it up. 
We have introduced the B.B.C. broadcast to Russia, and I 
am very thankful to Russia for allowing us to do it. I 
proposed in Moscow that we should open up a direct re- 
ciprocal air service between Moscow and London. I was 
told that that would never be done and that we would only 
on special occasions by special arrangements be allowed to 
fly a British aircraft into Russia. 

Well, if I cannot get reciprocity what can I do? I can- 
not make them reciprocate. I cannot go to war and force 
them. I cannot do things like that. Have you realized 
what a block it is, what a closed situation it is? It may be 
Russian policy, but I cannot comply with it. I have just 
to accept it. But this Conference has no right to criticize 
me for not trying to improve the situation. 


I turn to Persia, where we have had difficulty. I pro- 
posed a Commission to go to Persia, and the only thing we 
broke down on was that I stipulated that we had to get the 
concurrence of the Persian Government. I could not force 
it on them, but I put forward ideas that might have avoided 
all the trouble we have had in Persia. In spite of that I 
insisted with my colleagues in the Government and the War 
Office that our troops should be withdrawn whatever hap- 
pened anywhere else. If I know the old Imperialist mind, 
it would have seen in the fact that the Russians had not 
withdrawn an excuse to leave our troops there. That would 
have been the approach. But I moved by example, and on 
the basis of example it may be in the end it will win out. 

Reference has been made to Germany. This problem of 
Germany is a vital one. France wants to separate the Ruhr. 
I do not blame them. I can understand the French ap- 
proach. I say to M. Leon Blum, who is here, that never 
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since France fell in 1940 have I criticized France. ‘I have 
always held that with the losses France sustained in the last 
war there she did not have time to recover. The great gap 
that was created by the blood-letting of 1914-18 told its 
story. We succeeded by the ability we had to defend our- 
selves, but when a country has been invaded three times by 
Germany you have to put yourselves in her place and under- 
stand her feeling of insecurity. There it is, and it is very 
hard not to meet what they suggest. 

Therefore I have tried to study Germany, and one pro- 
posal I have put forward to the French, the Belgians, and 
the Dutch in a preliminary way is that we should try to 
make the Ruhr a European territory, under international 
control. I believe that if you rely purely on repression and 
on an attempt to suppress 66 million people into dire poverty 
they will find a way out sooner or later. I have said that 
these great resources of the Ruhr should be used to raise 
the standard of life for the whole of Europe. Let the great 
products of the Ruhr flow into France, into Italy, into Yugo- 
slavia, into Hungary, into the other countries. The quick 
conversion to war comes from the control of the finished 
end of industry. It is there that the key of security really 
lies. 

| have asked that the French should study my plan, I 
am studying the French plan. We have not come to dog- 
matic decisions. In the meantime I confess I have been re- 
sponsible tor costing the Chancellor of the Exchequer 80 
millions a year. And why? Because I have fought against 
European division and shall continue to fight against it. 

I was asked, would I sign a separate peace treaty con- 
trary to the decisions arrived at in the war? I do not 
know what steps we will take to get a peace treaty, but no 
one nation is going to keep me in a state of war forever with 
other countries. I do not commit myself to any method, 
but a way will have to be found. We cannot go on in this 
way. It is indefensible. 

‘That brings me to the quotation about America that was 
made from my House of Commons speech. America may 
be a capitalist country. That does not mean she always will 
be. There are great forces moving in the United States, and 
when they move they more very quickly—they did in war. 
When the United States offered us a 25 years’ treaty to keep 
Germany disarmed—which I thought was a reasonable time 
really to cripple Nazism and uproot it from the rising gen- 
eration growing up—I welcomed it. So did my colleagues 
in the Government. I should have loved such a treaty to 
have been in operation in 1940 at Dunkirk, instead of having 
to wait all those months after Germany attacked before the 
great troops and warships of America came to the aid of 
civilization. It is not for me or any Foreign Minister to 
question the economic system of another country; Russia is 
Socialist, we are partly Socialist, America may believe in 
private enterprise. The great task of Great Britain is to 
weld these forces together to keep the peace. Therefore if 
that quotation, which I will not weary the Conference by 
reading, is read as a whole, it will be seen that not only 
did I welcome the treaty but I welcomed it with both hands. 
There are minds in America, as Laski knows, which repre- 


sent the flower of liberal and progressive thought, and when 
this finds its way through the State Department in proposals 
of this kind, am I going to say, “I don’t like you?” No, I 
grasp the hand of every progressive soul in the world in 
order to try and get peace. 

Again, Sir, it has been said that we are setting up a West- 
ern bloc. It ill becomes those who say, when there is an 
Eastern bloc already in existence, that we are setting up a 
bloc somewhere else. But I have not pressed unduly even 
for an alliance with France or with the Western Powers, 
because I have been actuated all the time in this approach 
by the wish not to divide Europe. Next week that is the 
issue that has got to be settled. I hope the Conference will 
believe that I do my best in these debates here and in the 
House to tell the truth. I am not going to play for cheers. 
I cannot help it if sometimes the Tories cheer me. They 
did not cheer me on the Trade Disputes Act, I notice. They 
did not cheer me on Egypt. Most of the greatest things in 
life are done at a time when you are a little bit unpopular, 
when at least you have got to think out where you are going. 

I am not going to be a party, as long as I hold this office, 
to any design, any strategy, any alignment of forces, any ar- 
rangement of defense (which we must still have) to attack 
Russia. I will be no party to it. I do not believe there is 
one single member of the Cabinet who would lend even one 
atom of thought to this. Neither will we give one moment’s 
consideration to expansion. But this division of Europe, 
this awful business of a line from Stettin to Albania, if that 
solidifies—which God forbid!—we shall have two camps 
in Europe by the very force of events, and that will be the 
road to another struggle. 

I say to Generalissimo Stalin and to M. Molotov, “We 
will not divide Europe.” I have offered that they should 
come into our zone and examine what happens before they 
accuse us of not carrying out the Treaty of Potsdam. I 
have said: ‘“‘Let us go into your zone, let us have reciprocity. 
Let the Four-Power Commission go everywhere. Let us see 
what is happening in industry, not as critics, but in order 
that we may pool our knowledge. Then, when we have 
done it, let our deputies sit down and try to work out a 
settlement for middle Europe. We seek a settlement that 
will give to France, will give to us, will give to Russia 
security, not dependent upon the poverty of the people, but 
dependent upon the mutual confidence of the great Allies 
who won the war.” 

That is my purpose. For that reason we urge a treaty 
with Austria and the clearance of troops from the whole 
Danube basin, Greece and everywhere else. Free the whole 
Danube. Let the people live again. Let the trade flow. 
Let it be free. Let the waterways of Europe bear traffic 
again. Let the goods flow from the manufacturer to the 
peasant, and food from the peasant to the manufacturing 
districts. Let Europe live again. To let it live again will 
be the quickest way of obliterating the memory of Hitler. 
Give us a chance to eradicate the horrors of Nazism, and 
bring back that old cradle—which, after all, it was—the 
cradle of civilization that it may nurture into being a new 
and a glorious civilization. 
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State Control Versus Self-Control 


THE PRICE OF FREEDOM HAS GONE UP 


By JOHN FOSTER DULLES,* Attorney 
Delivered at Commencement Exercises of College of the City of New York, June 19, 1946 


momentous struggle. It is important that you know 

that there is such a struggle and that you are bound 
to play a part in it. Otherwise you may unconsciously be- 
tray a cause in which you deeply believe. 

The struggle is the old struggle between freedom and 
despotism. It has been going on for ages and doubtless will 
go on for ages. What is new is that for the first time in 
many decades the proponents of freedom have been thrown 
onto the defensive. 

The advocates of human freedom have never been more 
than a small minority of the human race, but for long they 
have had the initiative. They have been on the offensive, 
supremely confident that their cause was righteous and would 
prevail. We Americans have played a leading part in the 
struggle for freedom. We developed for ourselves a society 
which, more than any other, gave men spiritual freedom and 
intellectual and economic opportunity. We saw that society 
admired and imitated by the peoples of the world. We gave 
moral support, and often material support, to those in other 
lands who sought for themselves the freedoms which we had 
won for ourselves. We had the satisfaction of seeing politi- 
cal despotism decline throughout the world and we had the 
thrill of being in the forefront of what seemed an historical 
movement that was irresistible. 

That is what was. Today the prestige of freedom is 
tarnished. Its proponents have lost the initiative and their 
confidence has waned. Throughout the world men are be- 
ginning to question whether, after all, a society of freedom 
is adapted to modern needs. 

The Soviet Union is conducting a great experiment in 
what is called “democratic dictatorship” or “dictatorship of 
the proletariat.” A small self-perpetuating group of men 
publicly committing themselves to promote the welfare of 
the mass, assert the right to dictate a pattern of mass life 
and to suppress individual freedoms which might interfere 
with that. That experiment has now been under way for 
nearly 30 years. It has provided the people with some social 
protections which they like. It has subjected them, par- 
ticularly in their youth, to intensive propaganda. It has, 
through secret police and censorship, detected those who 
thought independently, and forcibly removed them from a 
normal place in society. The result, it is claimed, is a homo- 
geneous, docile and productive mass which has peace and 
security. It has peace because discordant thinking is elimi- 
nated before it can lead to discordant action. It has security 
because planned productivity is imposed. 

Soviet leaders now seek world-wide acceptance of their 
system. They want everywhere governments which are 
democratic dictatorships and which will eradicate the free- 
doms which Soviet leaders consider dangerous. That urge 
comes from several sources. There is an understandable 
nationalistic desire to enlarge the Soviet Union and to sur- 
round it with satellite states. There is an honest belief that 
individual human freedom is a basic cause of human un- 
rest and that if it is taken away it will promote world-wide 
peace and security. But the principal reason why the Soviet 
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program is world-wide in scope is that Soviet leaders feel 
compelled to seek a world-wide extension of their system as 
the only way to prevent their labors at home from being un- 
done. It does little good to have destroyed the mosquitoes 
on your own land if they are breeding in surrounding lands 
and flying in. The Soviet Union cannot be kept purged of 
freedoms if elsewhere those freedoms are rife. Thus, Soviet 
leaders feel it necessary to try to bring others to join in 
the purge. 

That challenge to freedom which stems from the Soviet 
Union is formidable. In part, it attracts because of its new 
and bold attack on unsolved social problems. In part, it 
frightens and alienates because it employs abroad, as it has 
employed at home, methods of coercion and of unscrupulous 
propaganda. But the challenge is formidable principally 
because societies of freedom have developed weaknesses which 
have caused a widespread loss of faith in them. 

Those weaknesses are primarily in the field of economics. 
In much of the world, indeed in most of the world, there 
is a single, engrossing human problem—that is the elemental 
problem of how to keep physically alive. As the result of 
two World Wars, the material wastage and dislocation have 
been such that food, clothing and fuel are almost every- 
where scarce. There is much actual starvation and severe 
privation. There is no surplus; no margin for survival. In 
those areas, interruption of production and transportation, 
and unequal distributien of available stocks, mean almost 
immediate death to those unfavorably affected. Under those 
conditions, there is no great interest in spiritual, intellectual 
and political freedoms which men can neither eat nor wear. 
Men want uninterrupted production and equitable distribu- 
tion of the means of living and they question whether they 
can best get that in a free society. They ask: Will not indi- 
vidual freedom inevitably be abused or used so thoughtlessly 
as to wipe out our slim chance for survival? 


For guidance in answering that question they look in two 
directions. On one side they see the Soviet Union. Its lead- 
ers are full of confidence. They claim to have found in their 
dictatorial system the way to assure production free of in- 
terruption from strikes or shut-down or from individuals 
who allow their personal desires to interfere with some gen- 
eral plan. Those claims cannot be tested against the reality 
because the iron curtain intervenes. But the very fact that 
the Soviet experiment is surrounded with mystery makes it, 
to many, the more glamorous and the more tempting. 

On the other side they see the United States. Our society 
of freedom is the only society in the world able to produce 
and deliver what is needed to save much of humanity from 
extinction. Also, our free people give generously to impover- 
ished peoples abroad without regard to repayment. It might 
be thought that that unparalleled performance would attract 
others to the way of freedom. That, however, is not the case. 
Others observe that, over recent years, we have been restrict- 
ing human freedom and increasing the area of political 
authority. They also observe that such personal freedoms as 
remain seem often to be abused. Most foreigners see us as a 
people who gorge themselves while others starve and as a 
people whose selfish quarreling interrupts the production and 
transportation upon which millions depend for their survival. 
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That is an unfair picture, but there is enough truth in it to 
make freedom seem a rather frightening thing to those who 
have no margin for survival. 

So, under the influence of those two examples, the trend 
is away from the free society we exemplify. That kind of 
of society, as I have said, was always a minority. Probably 
not more than 20% of the population of the earth effec- 
tively had, and exercised, the freedoms which we deem basic. 
Sut the other 80% were, on the whole, ineffective and poorly 
organized About 750,000,000 were dependent, 
colonial peoples, who took leadership and guidance from the 
Today, that 80%, plus a goodly fraction of 
what used to be the free 20%, are tending to follow the 
Soviet experiment. 

The so-called Western Democracies of Europe, which 
were a major part of the free world, are not yet disposed 
to go all of the Soviet way in abolishing human freedoms. 
Post-war elections in Britain, France, Belgium, Holland, 
Austria and Hungary indicate that the majority in these 
countries wants to find a compromise which, while reducing 
economic freedom through state socialism, will still preserve 
a considerable measure of spiritual, intellectual and political 
freedom. That is encouraging. But it is by no means cer- 
tain that this compromise will succeed, and even if it does, 
it still leaves freedom with but a precarious hold in the 
world, 

What is the explanation of what has taken place? It is, 
basically, that in our land and in other free lands, indi- 
vidual human beings have increasingly failed to exercise the 
elf-restraints, self-discipline and_ self-sacrifice which are 
necessary if individual freedom is to be socially tolerable. 
\M[r. Vishinsky, in a powerful speech at the Assembly of the 
United Nations, went to the heart of the matter when he 
aid: “It is indispensable to bring a limitation to the will 
and to the action of men. * * * It is impossible not to 
limit the action of man and the action is limited by laws.” 

We all agree that the exercise of human freedom must 
he limited. ‘The point is, by whom and by what, shall it 
he limited? If a society is to be free, the limitation must 
primarily be self-limitation. A free society, of course, has 
man-made laws. In this country and in England, we have 
what we call the “common law.” What is common law? 
It is nothing that you can find in the statute books. No 
“nolitburo” decreed it. The common law is unwritten law. 
It is custom. It is the standard of conduct which the great 
majority have already voluntarily adopted to control their 
own behavior. Also, of course, we have many statutes. But 
in a free society these, too, are a codification of what the 
yreat majority thinks right and would do anyway. 

The basic controls of a free society are the acceptance by 
individuals of the moral law. The fundamentals of that 
law appear in all our great religions, notably the Christian 
and Hebrew faiths. ‘The Hebrew faith has given us the 
Ten Commandments which are perhaps the greatest ex- 
pression of the concrete applications of the moral law. The 
Christian faith has added the broad injunction “thou shalt 
love thy neighbor as thyself” and ‘whatsoever ye would 
that men should do to you, do ye even so to them, for this 
is the law and the prophets.” Thus, the Creator who en- 
dowed men with-certain inalienable rights also commanded 
that those rights should be used, not selfishly, but with re- 
vcard for others. 

A society which is not religious and which, in a broad 
sense, is not educated, cannot have much freedom. It is 
dangerous to give freedom to people who do not feel under 
a moral compulsion to exercise self-restraint and self-sacri- 
It is dangerous to give freedom to people who are 
not sufficiently educated so that they can see and understand 
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the effect on others of what they do. An irreligious and 
uneducated people inevitably falls under despotism. 

The reason why our societv of freedom has lost its pres- 
tige in the world is prima’:!y because our people, over re- 
cent years, have lost much oi: the self-control and self-re- 
straint which were characteristic of the last century. We 
laugh about the puritanism and the austerity of the past. 
But that was the way our forebears trained their moral 
muscles for the struggle for freedom. Today those muscles 
are flabby. We have a great deal of so-called education, 
but that education has too often become a mere memorizing 
of facts which, it is hoped, will be of practical utility. Our 
system of education has largely broken contact with the 
great faiths and beliefs of the past and. with the great teach- 
ings of the moral law. Our people have more and more 
come to assume that a little group of office holders will 
decide on what is right and spell it out in statute law and 
that, as long as they do not violate such man-made laws, 
they are free to do whatever they please. Under those con- 
ditions, freedom becomes license and it rapidly evaporates. 
In this country we are still officially committed to a world 
of freedom, and we still talk a great deal about freedom, 
but we have actually come to use our own freedoms in ways 
which, to others, seem to show that freedom leads to a dis- 
order which the world, in its weakened condition, cannot 
stand. 

There are some who believe that the challenge to free- 
dom which rises about us and which infiltrates into our 
own midst, can be met by some sort of violent reaction. 
They would have us use our preponderant military and 
economic power, while we still have it, to crush out those 
who lead the experiment against freedom. That is folly. 
If we destroyed the present Soviet leadership, that would 
prove nothing. Freedom cannot be saved except by actually 
displaying the self-restraint, self-control and_ self-sacrifice 
which are needed to make freedom socially tolerable. We 
must demonstrate in the present what our forbears demon- 
strated in the past—that individual human freedoms can 
gloriously serve mankind. 

If we do that, the cause of freedom will regain prestige 
in the world. We shall no longer be dangerously crowded 
and jostled by others who feel they are riding the tide of 
history. We shall be physically and spiritually safe. 

That is where you come in. No doubt many of you are 
perplexed and worried at the state of the world, but you 
feel that there is nothing which you individually can do. 
The forces at work seem so stupendous that your individual 
conduct seems unimportant. That is a dangerous form of 
defeatism. Actually, the struggle we are engaged in can 
only be won by individual action. The heart of the prob- 
lem is, will the individual be self-controlled or must he be 
state controlled? Only individuals, by their individual con- 
duct, can give the answer to that question. 

You who graduate tonight have been training your minds 
so that you can perceive the effect on others of what you 
do or fail to do. You have grown up in a religious environ- 
ment. You know, or should know, what the moral law 
commands. If you apply that knowledge in your daily life 
and daily conduct, you will have struck a good blow for the 
cause of freedom. If you do not, you will have been a 
traitor to that cause. This is not a struggle where anyone 
can be neutral. It is not a struggle where anyone, however 
obscure, can say that what he does is unimportant. This is 
a struggle where freedom is judged by the conduct of all 
who have freedom. ‘That, in this country, means all of us. 


I know that the struggle for freedom can be peacefully 
won. But the people who have freedom will have to win 
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it for themselves. We cannot rely upon those in public 
office to take command and to give leadership in this battle. 
They are, on the whole, honest men who, with a few ex- 
ceptions, honestly believe that the best way to solve every 
difficulty is to increase their own power. That is their stock 
in trade. If you are unwell and go to a dentist, he will 
probably take something out of your mouth. If you go to 
a dietician, he will probably take something out of your 
diet. If you go to an official, he will probably take some- 
thing away from your freedom. 

Of course, our modern, complicated, interdependent so- 
ciety needs more central guidance than did our more simple 
society of the past. But that does not mean that state-con- 
trol is any substitute for self-control. Rather, it means 
that the price of freedom has gone up. Under modern con- 
ditions we need not less, but more, self-control. That is 
the lesson that must be driven home. 

Most of those in public authority have a blind spot in 
this matter. Because of that, they have failed to see that 
the great issue of our time is a moral issue, namely, the ac- 
ceptance by individual human beings of the dictates of the 
moral law. Because they have not seen that that was the 


crux of the world-wide struggle, they have not been able to 
explain to the American people why, despite our overwhelm- 
ing military victory over Germany and Japan, our society 
of freedom is still in jeopardy. They have not told our 
people how each of them, individually, could act to save 
freedom. 

The lack of official leadership need not be fatal. The 
genius of a free society is that it rises superior to its official- 
dom. We have education which is free and independent. 
It is not yet state-directed propaganda. We have churches 
which are free and independent. ‘They still assert an au- 
thority superior to that of State. It is through churches and 
schools that a free society keeps itself free. Through them 
the people learn for themselves how by self-control to avoid 
state control. ‘They learn that self-restraint and _ self- 
sacrifice alone enable men to win and keep their freedom 
and to spread the gospel of freedom throughout the world. 
You have, I hope, learned that lesson. From now on you 
will increasingly have to live it. Every day will test you. 
May your response be such that, in the words of our Con- 
stitution, you will “secure the blessings of liberty to our- 
selves and our posterity.” 


“What Is Ahead for America?” 


“LET US NOT BE SLACKERS” 


By MYERS Y. COOPER, Former Governor of Ohio 
Delivered at the State Convention of Exchange Clubs, Hartford, Connecticut, June 26, 1946 


AM indeed grateful to the toastmaster for his generous 

introduction and to you, my friends, for your cordial 

reception. ‘The introduction I have just received is a 
little different from the one I got at a Methodist dinner a 
little while back when the toastmaster said: 

“T shall not waste much time in introducing the speaker 
of the evening, since I have more important business to 
attend to. One month from now the Bishop of our 
church is to be here and I want you all to get busy and 
sell tickets so that we shall have more here then than we 
have tonight.” 


I deem it a great honor and privilege to be with you at 
your State Convention of Exchange Clubs. The last time 
I visited Connecticut was in 1928 when as Chief Executive 
of Ohio, I came to New London to attend the Governors 
Conference. 

Your distinguished Governor Trumbull headed a com- 
mittee of Connecticut citizens as a Reception Committee 
whose hospitality on behalf of the people of your state left 
a lasting impression of Connecticut friendliness on the visit- 
ing Governors and their wives. 

It was my good fortune to meet a number of Connecticut 
Exchangites including Mr. Speer, at our National Conven- 
tion in Toledo two years ago, so I feel that I am not alto- 
gether a stranger in your midst. 

You know a Governor gets a great many invitations to 
make speeches—but a former Governor, not so many. There 
is a certain glamour about a Governor which goes with the 
office—then, too, he is a potential candidate for the Presi- 
dency in the estimation of his friends. And perhaps even 
more important there are a good many who have a suspicion 
that there are a number of easy and lucrative jobs still avail- 
able. And so you see to be invited without any of these 
advantages is appreciated all the more. 


It is a long way from Cincinnati to Hartford and I find 
myself somewhat in the state of mind of the Kentucky 
farmer who paid $1000 to enter Old Bill in the Kentucky 
Derby. One of his neighbors remonstrated with him for 
such a foolish act with the query, “Jim, why in thunder did 
you enter that old plug in the Kentucky Derby? You know, 
he hasn’t a chance to win.” “I know it,” said the old far- 
mer, “but it is worth a thousand dollars just to see Old Bill 
in such good company.” 

While I have traveled a long distance it is worth it to be 
in such good company here tonight. 

It was my privilege to address the Governor Conference 
held at New London, on the subject, “Individual Attitude 
Towards Government.” That was 17 years ago. Consid- 
erable change has taken place in our national life since that 
time, and as a result, the concern seems to be more in the 
direction as to the Government’s attitude toward the indi- 
vidual rather than the individual’s attitude toward the Gov- 
ernment. 

Tonight I want to discuss with you a question which is 
in the minds of every thoughtful citizen: ‘What is Ahead 
for America?” 

It seems to me that we need to keep our thinking straight 
as to individual attitude toward Government to prevent 
encroachment on the rights and opportunities of the people. 
While I make no pretense of seeing around the corner, I do 
have the faith to believe that with such a beneficent plan of 
government, and the disposition to exalt the rights of the 
people, there is but little ground for disturbance as to what 
lies ahead. 

I would like to discuss in this connection three points: 


1. Economic Security 
2. Social Advancement 
3. Constitutional Democracy 
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It is a great American right to discuss public questions 
and to criticize public policies, and so long as we retain 
that right, the very essence of freedom will be preserved, 
and the American system of Government will be secure. 

We have come through the crucible of a world convulsion 
and God gave us the victory. The thing which concerns 
all real Americans today has to do with a victorious peace 
and the perpetuation of the idealism of liberty. 

The real question to which we must make answer is 
‘What is best for our country?” How can we preserve free 
government, economic stability and advance social better- 
ment 

Let us not get into a false sense of security through neglect 
or indifference, remembering that there can be no rights 
without the assumption of the responsibility of citizenship. 

The late Dr. Glenn Frank reminded us “that men had to 
strug ggle to gain liberty and they have had to be on guard con- 
stantly to retain what they have won.” “Democracy has died 
before in history,” said Dr. Frank, “and people that have 
known it and prized it seemed not sorry to see it go. All 
this may happen again on this continent in our generation. I 
heg you to believe that no price we may have to pay to pre- 
vent this will be too high.” 


We pridefully boast of our freedoms, as we have a right 
to do—freedom of speech, freedom of the press, free assem- 
bly and election, freedom to worship God according to the 
dictates of our own conscience—all of these freedoms and 
more are the great heritage which has been handed down 
from generation to generation. Let us never forget that it 
is possible to lose these freedoms which we so highly prize. 
Let us not forget that fact as we explore the road ahead 
leading to a sound economy, better living conditions, and the 
maintenance of a pattern of government unapproached 
all the world. 


Progress and the better way of life somehow do not repre- 
ent simply the work of the living, but the sacrifices of the 
dead as well. 

A college president received a letter from a boy at Iwo 
Jima who had been in there 26 days. This is what he said: 


“As real estate, this rock isn’t worth taxes; but the 
best blood in the world has been shed on every inch of 
it. May those in power remember the price which was 
paid.” 

How can we who are charged with the responsibility of 
preserving the idealism for which the finest young men in 
\merica fought and died forget their sacrifice and its mean- 
ing to the future of our beloved country. 


The very essence of Americanism is the dignity of the 
individual, and we must make certain that in the days ahead 
there shall be no deviation from the kind of government 
which our forbears established—A government of the peo- 
ple, for the people, and by the people.” 

It will not avail anything to win the war and lose the 
peace. We cannot temporize as a nation on the principles 
_of freedom and equality for all, for if we do, we shall lose 
the democracy at home which we sacrificed to preserve in a 
global war. 

It is our job to see to it that the victory achieved shall 
mean something; the preservation of human rights, equality 
of opportunity, freedom from racial prejudices, tolerance, 
preservation of spiritual values which, combined, constitute 
the very soul of our nation. 

Only by following such a pattern of life can we hope to 
have a prosperous and happy nation, and the establishment 
of an enduring peace at home and abroad. 


We got along well in an all-out effort to win the war. 
We sacrificed together, we worked and produced together, 
we fought together in a great spirit of unity to preserve 
freedom—the kind of freedom that has given every man his 
chance in America to make the most of his life—freed from 
the infliction of state domination. 

If we could have such a magnificent spirit of unity in 
time of our country’s stress, certainly we ought to be able 
to maintain it in our hour of victory as we move forward to 
new experiences in the days ahead. 

We had to give up a good many of our rights during the 
war in an all-out effort to win it. People were subjected to 
controls which they accepted without complaint. Today 
there is considerable concern over the fact that while the 
war is over, wartime controls persist that hamper enterprise, 
slow down production and menace the competitive system in 
areas where there is no longer need for such controls. 

We are constantly confronted with the propaganda that 
enterprise in virtually every field must be held in check to 
prevent inflation which is already here to a greater extent 
than is admitted. What is actually needed, however, in this 
regard is production, production and more production to 
supply the things which the people in this country need and 
for which they have the money to pay. 

We cannot go forward with a nation hobbled and ham- 
strung, with a program limiting production and with guess- 
work price ceilings that all too frequently have but little 
relationship to production cost. 

We must awaken to the fact, before it is too late, that a 
nation under economic subjugation in peacetime takes the 
people in a direction which nobody wants to go and all too 
frequently without their awareness of the dangers ahead. 

America has nothing in common with socialism, as such. 
As individual and collective rights are withdrawn and 
lodged in the state, just to that extent opportunity and free- 
dom are lost. Socialism means the abolition of private own- 
ership of property and also of the means of production. 


The economic disturbance which has engulfed the coun- 
try since the ending of the war has been so detrimental to 
our economy and the opportunity for national recovery that 
we have scarcely started on the long trail leading to sus- 
tained peacetime production. 

The national concern “jobs for all” through sented 
employment still persists. Our employment program insur- 
ing better times has not been abandoned. The fact of the 
business is that we have not as yet made a good start. The 
reason for this is not hard to see. Somehow the great spirit 
of unity, with teamwork everywhere in evidence during the 
war broke down as we started on the road to reconversion 
and peacetime pursuits. 


No country in the world has ever approached the genius 
of American business and the intelligence of the American 
workingman who produce man for man, twice as much as 
the workers of any advanced nation in the world. 


Our farmers not only fed America but our allies as well. 
Despite wornout equipment and shortage of manpower the 
farmer stayed on the job, produced at an all-time high with 
food enough to win the war. But let’s see what happened 
when the war was at an end. 


Why, my friends, instead of an all-out effort with Ameri- 
can industry producing at top speed to meet domestic needs 
and requirements of a war-torn world, our whole economic 
system went into a tailspin, labor dissensions and strikes 
were the order of the day resulting in turmoil, confusion, 
and 1,800,000 men out of work and on the picket line for 
months. 
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American industry simply stalled on dead center; business 
came to a halt; the very foundation of government itself 
was shaken and the nation threatened with disaster. 

Surely there is a better way of reaching agreements than 
to paralyze a whole nation in settling labor disputes. Capi- 
tal and labor have too much in common to be constantly dis- 


agreeing over questions that ought to be settled around the 
conference table. 


The public is fed up on a parade of power resulting in 
collective bungling instead of collective bargaining. ‘The 
losses resulting from labor disputes can never be recovered. 


There has been such confusion in the thinking of our 
national leaders on labor policies and such lack of under- 
standing of the essential character of business that it has 
inevitably led us into our present disastrous situation. The 
result has been that instead of America settling down to 
business with full employment, our whole economy has been 
prostrated. 

Both labor and capital have become of age. Both must 
share equal responsibility for their acts, and both must un- 
derstand that there is n6é authority in America above the 
Government of the United States in the settlement of 
labor disputes. 


Labor is entitled to a fair wage without being forced to 
fight and sacrifice to get it. The time is here to develop 
responsible authority that will guarantee an era of coopera- 
tion and good will throughout the realm of American enter- 
prise. “That is the road to industrial peace and the avoid- 
ance of manufactured hard times. 


Our labor difficulties can never be settled satisfactorily, 
either to labor, business or the public on a political basis of 
how to win friends and influence people. 


In our recent unfortunate railroad dispute, the President 
of the United States proposed some exceedingly drastic labor 
legislation and while I am unalterably opposed to the propo- 
sition that men should be drafted to work, nevertheless ex- 
cessive demands invite excessive controls, both of which are 
bad and both of which would ultimately work out to the 
detriment of labor and industry alike. 


One of the railroad leaders said, if correctly quoted, he 
was going to spend 47 million dollars representing dues paid 
in by the railroad workers, to defeat the President. Now, 
while I confess I am somewhat in sympathy with his pur- 
pose I am dead opposed to his methods. 


We do not buy elections in America, and if we did, we 
would no longer be a nation of free men. Neither party 
asks nor wants any such illegal and un-American methods 
used to win a political victory. 


A friend of mine tells the story of an examination for a 
driver’s license in the commonwealth of Wisconsin. One 
of the questions was: 


“Tf you were driving down the road and you look ahead 
and you see on one side an oak tree you can not miss, on 
the other side a big stone that you can not miss; and in the 
middle of a road a little baby which you can not miss if you 
go straight ahead. What do you hit? Some choose the oak 
tree, some the stone wall. The smart ones say, “None of the 
three. I would stop.” 


I wonder if we have not gotten to the place where we 
might try to stop in the public interest. 

America was deeply concerned about what would happen 
to our economy at the end of the war. ‘There was general 
apprehension that millions of men would be walking the 
streets looking for jobs, but fortunately no such thing hap- 
pened since all who wanted to work could and can get it. 


Fut, EMPLOYMENT 


We have recently heard a good deal about full employ- 
ment; in fact, a bill was introduced known as the Full 
Employment Bill; but it was crystal clear with a sound econ- 
omy such legislation would be more than useless. All of 
the elements are in evidence to underwrite full employment 
with good wages for at least five to ten years ahead, provided 
the national economy is not upset by industrial warfare. 
That’s what I mean by manufactured hard times. 

The country is ready to buy 2% million automobiles and 
that enterprise is moving rapidly into high gear. 

Trucks and tractors in like manner will be in great de- 
mand. 

Farming implements of every character are badly needed. 

Every household in the land calls for modernization and 
replacements. 

A million housing units per annum, for five years to come 
are necessary to approximate housing requirements. ‘There 
is a huge public works program and a highway program 
delayed, as a result of the war which must go ahead. 

And so we might go on listing the requirements in our 
postwar development, to say nothing about the great de- 
mand which comes from stimulated foreign trade. 

So while we have a huge debt of 265 billion dollars—we 
also have the strength in our national economy to meet it if 
rightly directed. 

I stopped off in Washington for a day on my way here 
just to look things over. I had read much about the con- 
fusion which existed in Government, but the one thing 
which I had not heard about and which I learned on my 
day’s visit to the Capital was that even the confusion was 
unorganized. 

There is a spirit of distrust at the seat of Government 
that is not healthy for the country which exists between the 
administrative and legislative bodies. Why even members 
of the Supreme Court are attacking the integrity of their 
own associates. If there is one place, where like Caesar's 
wife every member should be above reproach, that place is 
the highest court of the land. 


It will not hurt to find out our weak spots and then de- 
termine what is to be done about it. 

There never was a time in the history of our country 
when the demand was greater than at the present for men 
to think our problems through from the beginning—reach 
sound and dependable decisions as to the best methods of 
facing the future. 

I have an old Holland Dutch friend who lives in Miami, 
Florida, and he told me an interesting story of his work 
as a builder in the Government service out in the Bermuda 
Islands during the war. It seems the Government wanted 
to stimulate the activities of the workers and offered a $25 
War Bond for the best slogan, and my old friend handed 
in his slogan which proved to be the winner, and which had 
but five letters in it—T HIN K. 

I am inclined to think that’s what we all need to do just 
now—to set to it and do some common sense thinking start- 
ing with the Government itself and with each individual to 
meet the tremendous responsibilities successfully laid at our 
door as the penalty of a global war. 


I am an optimist, a better one I hope, than the story of 
the optimist and pessimist down on Wall Street during the 
hard days of the depression, when the optimist said to the 
pessimist, sixty days from now we will both be down on 
the curb with hat in hand begging, and the pessimist said, 
“from whom ?” 
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I think there are too many men taking a negative attitude 
today whose disposition is to quit and protest against condi- 
tions prevailing in our political, economic and social life 
without doing anything about it. Well, they ought to thank 
God that we do have the right here in America to change 
political conditions—although I admit that we have been 
somewhat neglectful about that matter in recent years. 

I have but little faith or patience in any man who feels 
that America is through. America isn’t through, it is just 
the fellows who feel that way who are through. 

Our political and social problems can and will be solved 
and yet some men are as jittery and frustrated as the story 
{ heard of the old colored preacher who had but two pairs 
of pants, one of which had been hanging in the attic. In 
the meantime the wasps had built a nest in the attic pants, 
and so on a Sunday morning after the old preacher had 
made the change and warmed up in his sermon, the wasps 
warmed up with him, and in great frustration he shouted: 


“The spirit of the Lawd is comin’ out of my mouth 
but there is a serious disturbance done broke loose in my 
pants.” 


We are not going to get very far in this country on the 
negative side whether it be in politics, business or religion. 
It is only by following a positive course that we can hope 
to make progress. 

\braham Lincoln said—‘‘Nowhere in all the world is 
presented a government of so much liberty and equality as 
And then he challenged us to be worthy of that 
liberty and equality by putting more into industry’s store- 
house than we take out. 


ours, 


‘The legitimate object of government,” said Mr. Lincoln, 
“is to do for a community of people whatever they need to 
have done but cannot do at all or cannot do so well in their 
separate individual capacities. In all that the people can 
individually do for themselves the Government ought not 
interfere.” 

We cannot have social advancement in this country by 
resorting to the dole. Poverty is something to ge gotten rid 
of—it is the common evil, and the best way to get rid of it 
is to provide work and wages, pass prosperity around and 
when you attack it on that basis you really effect a cure 
stimulating the morale of the people, undergirding our eco- 
nomic life as a whole. 

You cannot popularize poverty without pauperizing the 
Let us attack unemployment in a spirit of coopera- 
tion on the part of the Government, industry and labor. Let 
there be encouragement of venture money in new enter- 
‘The best way to get going in high gear is to reduce 
the cost of government which ought not to be too difficult 
with America at work and prudent public spending. 


pec ple. 


pr Isecs, 


If we are to get ahead and maintain the American way of 
life the time has come to decentralize centralized authority 
restoring to the states their rightful responsibility in the 
conduct of government. 

It seems desperately hard for the people to get a release 
from centralized authority. When you get the full impact 
of it, that’s fascism, that’s socialism and even Communism 
with the Government controlling the lives and fortunes of 
the people instead of the people controlling the Government. 

It has been said that there are two types of Government 
developing in the world; one is the centralized system which 
has proved so successful under the dictators, and the other 
is on broad foundation of the freedom of humankind which 
has been exemplified in America. 


Taxation, and all the restrictions of government, social- 


ized housing, all direct ownership of industry is all a part 
of the centralized system, a part of the kind of government 
which our boys went across the seas to destroy. 

Now I think we have something to think about in con- 
nection with this matter. Socialism is sweeping the Western 
world. 

The Government is extending its activities in virtually 
every field in which private enterprise is engaged. More 
recently the Government has entered the housing field se- 
curing huge appropriations for public housing, establishing 
State Landlordism. ‘The banks, building and loan associ- 
ations, and insurance companies are ready to stimulate 
private enterprise, especially house building, through loan- 
able funds running into billions of dollars to meet the hous- 
ing shortage. ‘This money can be borrowed today at the 
lowest rates and the easiest amortization terms to private 
investors, in the history of our country. 

Why every builder, every realtor, every supply dealer can 
give you the answer as to why there is a housing shortage 
and how to meet it. Building was banned for four years. 
The war suddenly came to an end. ‘There was a labor 
shortage, no materials available with which to build, and 
worst of all price controls still persisting that made it so 
unprofitable for industry to produce that this great enter- 
prise could not get going. 

The job can be done without the use of taxpayers’ money 
to do it, provided socialized housing is eliminated. You 
cannot legislate houses into existence for they have got to 
be built and the more controls that are thrown around the 
home building enterprises the less likelihood will there be 
of an all-out effort to relieve and overcome the housing 
shortage. 

It is time to get back to free enterprise, stop Government 
competition, and the housing problem will be solved as it 
ought to be done, with more home owners and better homes 
for less. 

Here is a great organization of Exchangites, certainly 
you cannot have very much in common with bureaucracy 
that bypasses legislative, judicial and administrative authority 
in exercising controls over the lives and property of the peo- 
ple wholly at variance to the American way of life. 

A bureaucrat has been described as a man with a Phi Beta 
Kappa key on one end of his watch chain and no watch on 
the other. 

It was Thomas Jefferson who uttered the warning: 


“Were we directed from Washington when to sow and 
when to reap we should soon want bread. When all gov- 
ernments in little as in great things shall be drawn to 
Washington as the center of all power, it will become vena! 
and oppressive.” 

We have in our National Exchange organizations 50,000 
influential men throughout this nation, whose program is to 
preserve constitutional government, extend social benefits by 
maintaining a sound economy and to hold inviolate indi- 
vidual rights and opportunities. Such a program is Ameri- 
canism in action. 

There is nothing fundamentally wrong with our country 
which common sense methods cannot cure. 

We have no assurance of an easy life in the years ahead, 
but we can have an interesting life. We are told that there 
are no new frontiers to conquer, but this is the attitude of 
those who despair today, who despaired yesterday, and who 
will be still at it during the rest of their lives. 

We dare not follow such an attitude of mind. It has 
been well stated, “that the pioneer is a creature net of time 
but of spirit.” 
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“The frontiers, like the Kingdom of Heaven, are within 
us. If America’s horizontal freedoms are closed, our verti- 
cal frontiers—the possibility of lifting the whole standard of 
American life—have hardly begun to be explored.” 

It is time that the people who. believe in our free institu- 
tions stand together, remembering the lines of Kipling 

Now this is the Law of the Jungle 

The Law runneth forward and back; 
The strength of the pack is the wolf, 
And the strength of the wolf is the pack.” 


Two years ago Admiral Thomas Leigh Gatch, born in 
Cincinnati, returned home while recovering from wounds 
he had received in a great naval engagement. He related 
this story: 

“An old lady in Washington asked me as to whether I 
had ever been a blood donor,” and he replied ‘“ ‘No, but I 
have had three blood transfusions,’ ”’ and then he added, “I 
feel like a slacker.” 

Let us not be slackers in the difficult days ahead but rather 
with faith in our common country, work unselfishly for 
peace and prosperity for all Americans. 


The Relation Between Employee Production 
and Incentive Plans 


GROUP INCENTIVE PLAN BETTER FOR RETAILING INDUSTRY 
By JOSEPH J. THURSH, Vice-President and Controller, Macy's, New York City 


Delivered before the Controller’s Congress of the National 


HE subject matter of this presentation is probably 

the most important single problem facing commerce 

and industry today. ‘The bald truth is that since 
V-] day, production per man-hour has been dropping steadily 
in many branches of our economy at a rate which is little 
short of alarming. Unless this destructive trend is checked 
in the near future, a drop in our living standards is inevi- 
table. 

We here are concerned primarily with those aspects of 
the problem which affect retailing. While broader aspects 
which embrace our entire economy inevitably affect what 
happens at the retail level, the limited scope of this presen- 
tation compels us to confine our discussion to some of the 
more important elements of the problem from the retailer’s 
point of view. 

During the last four years, we retailers have enjoyed a 
level of prosperity which exceeds anything we ever dreamed 
was possible. Sales have sky-rocketed to unprecedented 
heights, and the expense ratio has dropped steadily. There 
have been resulting increases in operating profits, compara- 
tively large increases in relation to pre-war standards. Our 
economists tell us that we are now on the threshold of an 
era of prosperity compared to which even our war-time 
performance will seem small. What have we got to worry 
about? Even though production per man-hour is going 
down, our sales are going up by leaps and bounds and so 
are our profits! So who cares? 

A little sober thought will bring to light the crucial soft 
spots which exist already and which are bound to grow 
rapidly to the point where they can undermine our entire 
structure—unless we act now! ‘The “termites” of inefh- 
ciency are busily at work boring from within, and unless 
we have the foresight and the courage to fight our way down 
to their nest and exterminate them, the consequences may 
be grave indeed. 

Let us examine some of these soft spots and try to evalu- 
ate the possible consequences of our neglecting them. 

If we analyze our sales increase, what do we find? Using 
the year 1940 as a base, we discover that by far the largest 
single factor responsible for these increases is the increase 
in the average gross sale! By comparison, the increase in 
physical volume, which we call transactions, seems relatively 
puny. How many of us realize that this increase in average 
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sale contributed many times more than any other factor, to 
the important reduction in expense ratio which we are enjoy- 
ing? If you have any doubts regarding the truth of this 
statement, multiply your 1945 transactions by your 1940 
average sale and then relate your 1945 expense dollars to 
this revised sales figure. The results will shock you. 

While we are patting ourselves on the back for the re- 
markable expense showing we have made in terms of ratio 
to sales, how many of us are aware of what has happened 
to our expense cost per transaction? If you want another 
shock, compare this cost in 1945 with 1940, and see what 
five short years have done to you. 

Too few of us have studied the relationship between the 
expense ratio and the price level. A careful examination 
of this relationship over a reasonable period of time will dis- 
close that the two factors are tied together inseparably. In 
fact, I can state unequivocally that the level of prices exerts 
more influence on both our sales and our expense ratios than 
all other factors combined. 

This leads us to our next question. What is likely to 
happen to our average sale in the foreseeable future? It 
is almost unanimously agreed that, for the next year or two, 
it is not likely that prices will decline from present levels. 
If anything, they will likely go higher. But what will 
happen when the supply of consumer goods about balances 
demand? ‘To contend that there will be no decline from the 
present level of prices is to say that, in terms of technologi- 
cal and scientific progress, we have gone as far as we can 
go! Does any one here believe we have reached the end of 
that road? If you do, you are in effect saying that the 
Gethsemane of human progress is at hand. Our engineers 
and scientists tell us just the reverse. They have the unshak- 
able conviction that the greater part of scientific progress 
by far, still lies ahead of us. This being true, it is inevitable 
that, sooner or later, the level of prices will tend downward. 

Still another shock awaits us if we recast our current 
profit and loss statements on the basis of a 15% or 20% 
decline in average sale and, in addition, adjust for a return 
of services to pre-war levels. Try it, and see what happens 
to your expense and profit ratios! 

In recent years, we have heard a great deal about the 
“break-even” point. In retailing that is the point at which 
our sales volume throws off just enough gross margin dollars 
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to cover all expenses. To get a clear picture of the road 
that lies ahead, compare your 1940 “break-even” point with 
that for 1945—and, in the process—hold on to your hat! 
Another basic truth which most of us tend to ignore is 
that, with the possible exception of the public utilities, the 
“break-even point” in retailing in normal times is at a higher 
percentage of actual sales than in any other industry. This 
does not by any means connote that we are the least efficient 
segment of our economy. This condition is brought about 
by the nature of our business. We are required to maintain 
huge plants and huge stocks of goods to satisfy the wants of 
Mr. and Mrs. Consumer. We must stand ready at all 
times to serve them when THey choose to be served. Our 
range of flexibility between the peaks and valleys of our sales 
volume is strictly limited. We cannot close down one-half 
or three-quarters of our plant during slack periods, as man- 
ufacturers can do. Perhaps, some day, department stores 


will be designed in such a- manner that much greater flexi-: 


bility in physical plant will be possible. As things stand 
now, we are “stuck” with a very high “break-even point.” 

What has gone before points up clearly the necessity for 
a realistic approach to the problems which lie ahead. If the 
American people want to continue to enjoy an ever-rising 
standard of living in a manner consistent with our way of 
life, then we must do everything in our power to encourage 
the one condition which alone can make this possible. There 
is only one way we can produce the additional things which 
make for a higher living standard, within the framework of 
a free, capitalistic economy, and that is by an increase in 
productivity per man-hour. That alone can give us the 
wherewithal to enable all of our people to enjoy more of 
the things they want. 

Here we have the heart of this presentation. It seems 
so simple, doesn’t it? Yet we cannot dodge the stark reality 
that productivity per man-hour is tending downward 
steadily in many branches of our economy. 

There is little point in continuing this presentation unless 
we have a reasonable hope of reversing this trend. Like- 
wise it would serve no useful purpose for us to indulge in 
recriminations against either management or workers. The 
tundamental questions we must ask ourselves and find satis- 
factory answers to are: 


(1) Is there no common ground upon which management 
and workers can meet? 


(2) Is there no formula which will work to our mutual 

advantage ? 

The conviction that there is such common ground, and 
there 1s such a formula, is the justification for what follows. 

Our first step is to define just what we mean by an “in- 
centive.”’ For the purposes of this presentation, an incentive 
may be defined as follows: 

An incentive is a payment to a worker of extra financial 
compensation for plus effort. 

This definition compels us to conclude that before we can 
identify that portion of a worker’s total effort which 
PLus, we must establish first what we recognize as a Nor- 
MAL performance. 

The previous speakers have given. you a comprehensive 
picture of how standards are set to determine normal per- 
formance. The point I want to stress is that until we 
have defined clearly what we regard as a normal perform- 


_ ance, we have no yardstick for measuring plus performance, 


and hence we have no basis for incentive compensation. 
One of the most troublesome aspects of incentive com- 
pensation is the determination of what constitutes normal 
performance. Unfortunately, there is no rule of thumb 
that can be applied generally. Each type of work has its 


own “par” which must be determined independently. How- 
ever, there is one broad aspect of this question which, it is 
believed, is the major impediment to a wider use of incen- 
tive compensation. 

No matter how hard we try, a portion of the workers 
whom we desire to include in an incentive plan, will 
PerrorM At Levers WHICH ARE CONSIDERABLY HIGHER 
THAN A Farr Par. So that, were we to install an incen- 
tive plan, this portion would in effect be getting a “free 
ride.” In our efforts to minimize this free ride, we tend 
to set standards so high that the major good we could derive 
from an incentive plan is destroyed. 

It is believed that the primary reason why we —_ per- 
mitted this factor to impede the progress of incentive com- 
pensation is our failure to analyze carefully the objectives 
of such a plan. 

To begin with, we know that our premium workers are 
relatively scarce. It is rare indeed when they exceed one- 
third of the working force of any segment of our store. It 
cannot be denied that this one-third would get what 
amounts to a free ride. However, this should not deter us 
from installing an incentitve plan So Lone As THE PoTEN- 
TIAL INCREASE IN THE PRODUCTIVITY OF THE REMAINING 
Two-Tuirps Is More THAN ENOUGH To OFFSET THE 
Cost or THis Free Ripe. Our primary objective is to get 
the “lower” two-thirds to produce at a rate which will 
enable ALL our workers to earn more money and at the 
same time yield a plus to management. A clear under- 
standing of this basic principle should go a long way towards 
laying to rest one of the major impediments to a greater 
utilization of incentive compensation. Let us center our 
attention on the marginal and sub-marginal worker and 
the premium worker will take care of himself. 

Another misconception which blocks the path of a wider 
use of incentives can be best illustrated by quoting from 
Prof. Lyle’s ‘‘Wage Incentive Methods,” as follows: 

“Fallacious thinking by employers about incentives is 
usually due to too much thought of direct labor unit cost 
and too little thought of total unit cost—that is, failure to 
consider a department as a whole. Selling price must include 
overhead as well as labor cost. Therefore, total cost per 
unit is the only true criterion of company results. ‘Total 
cost per unit is inclusive and in no way misleading. The 
fact that for a given overhead total costs per unit decrease 
as production increases is the foundation of the “philosophy” 
that low wages do not mean low final costs. Were it not 
for this overhead volume relationship, the lowest earning 
curve would be the best plan. 

“When one incentive plan succeeds in holding the average 
production response at a higher efficiency than another 
incentive plan, the nearly constant overhead is distributed 
over more units and the overhead per unit is reduced. Con- 
sequently, the total costs per unit between two such plans 
may be: 


(a) equal despite different direct labor costs per unit, or 


(b) less in the case of the one having the greater direct 
labor costs per unit. 


“From this it follows that it is always cheaper to pay 
higher wages to the workmen when the output is propor- 
tionately increased, the diminution in the indirect portion 
of the cost per piece being greater than the increase in 
wages. 

“From the foregoing paragraphs it is evident that this 
total cost per piece is the thing to which we must give major 
consideration, not direct labor cost per piece. 

“We will not find it unreasonable to confine management 
gains to this overhead reduction or lowered total cost per 
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unit and concede all the saving in wages to employees, that 
is, give a piece rate.” 

Here we have a direct application of our contribution 
theory. Note that this type of industrial incentive plan 
sets out to encourage an increase in the labor cost per unit. 
This is done because it is realized that if the number of 
units produced is sufficiently high, TH& DEcREASE IN THE 
OverHEAD Costs Per Unit Witt More THAN OFFSET 
this increased unit labor cost, resulting in a Lower Tora 
Cost Per Unit. 

The same principles apply to our operations. That is the 
essence of our contribution approach. What we are inter- 
ested in, PRIMARILY, is DOLLARS OF CONTRIBUTION. 

The gist of the above is that we are permitting our 
FANATICAL worshipping of Ratios to blind us to the cold 
reality that we pay our salaries and earn our profit in 
Do iars. What does it matter if the RATio of a particu- 
lar salary cost to sales goes up, if the Torat dollar cost per 
transaction goes Down? When will we recognize that if 
our salary cost per transaction goes up 5c and our other 
costs per transaction go down 7c per transaction, we are 
earning 2c more per transaction, regardless of what hap- 
pened to the salary cost ratio to sales? When are we going 
to learn that our store is an INTEGRATED WHOLE, and 
unless we look at the OvERALL picture, we cannot make 
rational decisions regarding any segment? Until we use 
this approach, there is little likelihood that we will make 
such progress in spreading the use of incentive compensa- 
tion, because such thinking is an essential part of evaluating 
this instrument. 

We are now ready to discuss the basic characteristics 
which must be present if an incentive plan is to operate 
efficiently. These are as follows: 


1. Top Management must be sold on the plan. Unless 
they give the plan full support, there is little likeli- 
hood of success. 

2. The supervisor of the division in which the plan is 
to operate must be sold on it. He must be trained 
thoroughly regarding the principles of the plan and 
must have complete knowledge of how the plan 
operates. 


3. The workers affected by the plan must be sold on 
the plan. They must understand it thoroughly and 
feel that it is fair and just. It must be simple 
enough for them to keep a running record of about 
where they stand for any given period. Also, they 
must understand that if there is any change in the 
nature of their work, such as mechanization, func- 
tional elimination, change in method, etc., the plan 
must be revised to conform with these changed con- 
ditions. 


Briefly, the technique for setting up an incentive plan is 
as follows: 


(a) Make a thorough analysis of present methods to 
determine whether we are employing the “one best 
way” to do the job. This analysis involves time and 
motion studies whenever they can be used effectively. 

(b) Satisfy ourselves that the supervisory organization 
of the division under review conforms with accepted 
management principles. This point cannot be em- 
phasized too strongly. The plan will be as strong 
as your supervision, no more and no less. 

(c) Determine the yardstick you will use to measure 
production. 


(d) Using this yardstick, actually measure production 
for a representative period of time. Here is where 


we make some of our most serious mistakes. In our 
anxiety to install a plan quickly, we shorten this 
vital measuring period. The usual result is an 
incomplete or inadequate plan. We all know it is 
one thing to have a good idea and quite another to 
put that idea to work. Experience has taught us 
that the minimum measuring period is usually from 
three to six months, depending on the nature of the 
operation under consideration. 


(e) On the basis of the above, establish Pars which 


represent normal performance. 


(f) Set incentive compensation for over-par perform- 
ance. It is important that incentive payments be 
made at frequent intervals and as soon after they 
are earned as possible. 


(g) Lastly, it is essential that the plan be reviewed at 
regular intervals. Any inequities or “bugs” which 
are disclosed by the review should be adjusted 
promptly. 


We come now to a critical question, i. e., what kind of 
incentives can be used effectively in an industry as complex 
as retailing? Should we use individual incentives or group 
incentives? Let us analyze the problem from the point of 
view of the INTEGRATED WHOLE and see if we can arrive 
at a firm conclusion. 

First, we have seen that: 


(a) in every division of our store, our workers’ efficiency 
ranges from poor to excellent, 


(b) speaking generally, the relatively marginal worker 
forms an important part of any group, particularly 
in this type of labor force. 


(c) the greatest potential plus stemming from incentive 
compensation lies in raising the level of productivity 
of this relatively marginal segment of our workers. 


Second, the greatest single asset of any store is its Goop- 
WILL. The successful store is the one which enjoys the 
highest possible goodwill of its customers, its suppliers, and 
it workers. This is the essence of the integrated whole 
approach. 


In the past, an important obstacle to a more widespread 
use of incentive plans for individuals in department stores 
has been our inability to resolve the conflict between the 
individual’s desire to earn maximum income and the store’s 
desire to preserve its Goodwill. This is true particularly 
of individual selling incentives. Customers resent being 
high-pressured. The individual desire to “grab everything 
in sight” tends to push to one side the store’s primary 
interest, which is its Goodwill. 


Third, the nature of our business demands that we oper- 
ate along FUNCTIONAL lines. Thus our receiving depart- 
ment services all of our selling departments. The same is 
true of Delivery, Packing, Control, etc. To operate in any 
other manner would be much too costly. Only in this way 
can we obtain the flexibility required to operate efficiently. 


Fourth, we have learned that as regards incentive compen- 
sation, supervision alone cannot sublimate the urge of the 
individual to place his own immediate interests above the 
store’s long-range interest. If it could, the use of individual 
incentive plans would be much more widespread than is 
true now. 

Fifth, try as we will, we cannot find a practical device 
for overcoming the INEQUALITY OF OpporTUNITY which 
exists in many of our divisions, particularly in the selling 
division. The flexibility demanded by the nature of our 
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business makes this aspect of the problem a “reef” on which 
many an individual incentive “ship” has been wrecked. 

We can conclude, therefore, that, while it cannot be 
denied that in some respects there is no substitute for the 
drive generated by a well-conceived and well-executed indi- 
vidual incentive plan, the Group approach has tremendous 
possibilities. It is a solid, practical alternative to no incen- 
tive plan at all, the choice many of us have made in the 
past. I submit the time has come when we must reverse 
that decision, and harness our energy to the task of devising 
sound group incentive plans for every division of the store 
where they can be applied, both selling and non-selling. 

I might add that within the framework of a group plan, 
there is room for recognizing outstanding ability. The 
common pool can be divided in a manner which gives due 
consideration to superior performance, and at the same 
time can exclude the chronic, incurable drones from partici- 
pating until such time as they deserve it. By the same token, 
it gives EVERYONE in the group a much wider opportunity 
to earn SOMETHING immediately. No, I am not implying 


that such a plan will do “all things for all people.” What- 


is contended is that the group incentive approach offers a 
wide variety of possibilities for attaining our over-all objec- 
tive, i. e., more earnings for both the employee and man- 


agement. In addition, let us be ever mindful that we still 
have the other incentive such as promotion, greater 
recognition, ete., for our outstanding people. 


In conclusion, it is my firm conviction that the surest way 
we can continue to enjoy a steadily rising standard of living 
within the framework of our democratic way of life is for 


us to continue to produce and consume more and more 
useful things. The only way this can be accomplished is 
by means of a steadily rising productivity per man-hour. A 
powerful tool for helping us attain this desirable objective 
is a well-conceived, well-executed incentive plan. For the 
retail craft, the Group Incentive approach holds great 
promise. 

Let us not delude ourselves. What is proposed is by no 
means an easy task. Many obstacles lie in our path. How- 
ever, I am convinced that none of them are insurmountable. 
It cAN be done because it MUsT be done! 

I solicit the co-operation of all forward-locking con- 
trollers and store principals to pitch into this all-important 
problem. ‘Turn your researchers loose! Let them draw 
upon the accumulated experience of the production end of 
our economy. Believe me, it is a gold-mine of valuable 
data. Encourage experimentation. Let’s try many varie- 
ties of plans. In due course, we will arrive at those which 
are best suited to meet our needs. A department store is 
such a complex organism that it is likely we will require a 
variety of plans to fit into our great variety of needs. 

One thing is certain. No one store has a monopoly on 
brains and talent. All of us must contribute to the common 
cause, not in money but in ideas, in techniques. If we 
succeed, our reward can exceed our fondest hopes both for 
our stores and for our co-workers. If we fail—if we do 
not recognize the potential of the tremendous force which 
now lies dormant and put it to work,—we will be passing 
up what I believe is the greatest opportunity for construc- 
tive accomplishment ever offered us. We must not fail. 


Dealing With Collectivism 


HONESTY MUST REPLACE EXPEDIENCY 
By LEONARD E, READ, President, The Foundation for Economic Education, Inc., 
Irvington-ou-the-Hudson, New York 
Delivered at Town Hall Meeting, Los Angeles, Cal., June 17, 1946 


HOSE of you who are interested in dealing with col- 

lectivism know how deep we are in its mire. We have 

accepted the idea of “production for use,’’* in the place 
of production for profit, with hardly anyone being aware 
how important the change is, and many not even knowing 
we have made it. Conscription of labor not only fails to 
frighten us but we look on new extensions of the practice 
with glee. Coerced savings and enforced “security” are so 
thoroughly embedded in national thinking that one hardly 
dares challenge the rightness of the principle even before 
insurance company executives, most of whom have already 
jumped atop the social security bandwagon. 

We scem only to know that things aren’t going right. 
Strikes and shortages impress us, but what do we do? Do 
we examine the monetary practices which brought them 
about? No. We ask only indulgence in the sin on a greater 
SC ale. 

Do we rid ourselves of the cops and councils—the wage, 
price and material controllers—who do nothing but throw 
monkey-wrenches in our production machinery? Well, if 
we do, we ask for their riddance for ourselves but insist that 
they be maintained to hamper others, landlords, for instance. 

Do we take steps to check unlimited government as it 
extends coercive powers to groups which support further 
extensions of government? No. We join in the parade of 


* The term is used here as in socialistic jargon. Of course, production for 
profit is the best way to get production for use. 


those who would make government the master rather than 
the servant of the people. 

Do we stand frankly and rigidly for the individualistic, 
voluntary, American doctrine of “each according to merit”? 
No, indeed, we do not. The vast majority of us, today, are 
contributing our money and lending our voices to promote 
the collectivistic, communistic doctrine of “each according to 
need.” 

Our ways are now the ways of the Old World, and if we 
do not mend these ways we shall get the same kind of 
chaotic results as they have had and are now having. One 
thing for certain, the specialized, mass-production economy 
from which so many economic blessings flow will actually, 
literally die. In its stead we shall have a primitive type 
economy with the low standard of living incident thereto. 

Should we fail to mend our ways, our reconversion prob- 
lem will take on a different character than most of us now 
contemplate. It will consist of American citizens scurrying 
for self-containment. 

I remember France in 1918. Village homes had a cow, 
chickens and pigs on the ground floor. There was a hay-mow 
in the second story. They had to live this way or starve, 
because the exchange system on which a specialized economy 
depends would not, and could not, function. Frenchmen, as 
do most Europeans, know what self-containment means. 

And speaking of France, what happened there over the 
past twenty-seven years is happening here—and for many of 
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the same reasons. The decline of the franc, for instance, to 
1/40th of its 1918 value was the result of currency inflation, 
labor monopolies, bureaucratic restrictionism, and war. 
There is little to distinguish our own current policies from 
those followed by France during the past three decades. 
What difference there may be, arises only from the fact that 
we started from a higher point, and it may take somewhat 
longer to destroy the wealth and industry built up in the 
preceding century of freedom. 

Anyone who expects any recovery in America, without 
drastically altering the course we are now on, either insists 
on remaining blind to the meaning of events or is incapable 
of understanding economic cause and effect. If a review of 
what has happened to us up to this time is not sufficient to 
convince one of the inefficacy of the managed economic policy, 
then nothing, regardless of what calamities may come to 
pass, will make any impression. 

But this address is not designed to create panic. Rather 
it is to present some ideas as to how an altering of our pres- 
ent errant ways might be brought about. First, however, it 
is necessary that we ask, “What are the underlying reasons 
for American surrender to current degenerate, managed- 
economy policies? 

Perhaps foremost among the reasons is a decline in intel- 
lectual honesty. Too often, business, labor, educational and 
political leaders are doing what they suppose will be popular 
rather than what their personal, best judgment dictates. As 
a result of this self-betrayal little wisdom is applied to pub- 
lic affairs. Eloquent testimony to the lack of candor, frank- 
ness and honesty is the almost constant reference to a person 
as “courageous” if he has gained a reputation for speaking 
his own mind. 

Of equal importance is the lack of understanding of the 
significance of individualism, of the voluntary economy and 
of economic liberty. Only a few know how to make the case 
for this philosophy of life. The rest become the victims of 
collectivistic plausibilities. Their minds are unable to com- 
bat them. 

Too often it is assumed that success at some business 
specialty (banking, farming, manufacturing, advertising, dis- 
tribution, transportation, etc.) necessarily makes a man 
equally competent as an economic thinker. It might as well 
be argued that business success necessarily qualifies one as a 
competent physicist, geologist or astronomer. Under this 
assumption we rely too heavily on incompetent persons for 
leadership in political, social and economic matters. 

How many businessmen, for instance, can, with sound 
logic and persuasiveness, expose the fallacies of such man- 
aged-economy policies as “social security,” “full employ- 
ment,” “wages based on an employer’s ability to pay,” mini- 
mum wage laws, subsidies, fiat money, fair trade laws or 
trade barriers? Very few! 

I must, however, take time to expand this criticism of our- 
selves. We are prone to blame the communists for all of our 
collectivistic and totalitarian doctrine. Really, they ought 
to be applauded for correctly labelling themselves. On the 
other hand, we Republicans, Democrats and businessmen, 
ought to take a look at our own ideas. 

A case in point: A new book has recently been published 
entitled Jobs and Markets. It was written by the research 
staff of the Committee for Economic Development. It was 
advertised in the New York World-Telegram as prepared 
by “. . . the practical hard-headed economists of the largest 
and richest business organization in America . . . including 
many of our outstanding, responsible, thoughtful business- 
men.” 

The unusual nature of this book starts with its title. It is 
not about “jobs and markets.” Instead, it describes and 


advocates a permanent, centralized, all-powerful government 
authority, to be set up under the President, to regulate the 
economy as it may see fit. This authority is proposed as a 
means of helping us through a “transition.” But, as the 
authors define it, this transition must be perpetual if their 
proposals are adopted. 

Under this proposal Congress would be “streamlined” so 
that it could quickly be brought to acquiesce in this author- 
ity’s decisions. The Treasury, the Federal Reserve banks, 
along with the various alphabetical agencies and executive 
departments, would be made subservient to this new, all- 
powerful authority. 

Specifically, the authors propose that monetary and bud- 
getary manipulations “should” be used to curb the excess (of 
demand) or prevent demand from being deficient, as may be 
needed. 

This would give to the new government agency an abso- 
lute control over everybody’s income and expenditure through 
so-called “instruments of fiscal policy,’ such as control of 
bank reserves, support of the government bond market, 
“social security” spending and taxation. This means that 
the new authority, which they do not call a new dictator, 
would have power to print and spend money at will. 

The authors would also have the dictator reverse the pro- 
cess and tax away the citizen’s incomes whenever the new 
planning authority thought they might spend too much or 
save too much or spend it for the wrong things. 

In other words, at the behest of the new authority, Con- 
gress would make three to six months variation in personal 
income taxes in order to constrict or to stimulate consumer 
spending in accordance with the central authority’s ideas and 
dictates. 

The authors of this C.E.D. book would also have Congress 
make the government bonds held by banks the equivalent of 
bank reserves. Then they would increase bank reserve re- 
quirements to cover the bond holdings thus added to re- 
serves. 


‘ 


Along with this, they advocate that government print as 
much money as may be needed to buy all government bonds 
that anybody and everybody may wish to sell whenever the 
prices of these bonds fall slightly below par. 

Thus, government would maintain a thoroughly artificial 
situation and a dishonest price in a significant segment of our 
economy, that is, in the market for government bonds. It 
would be done by means of the printing press which itself is 
a dishonest way of getting funds and leads inevitably to in- 
dustrial disorganization and distress. 

They also say that government should provide “a large 
shelf of public works” so as to prepare for a failure in de- 
mand and make it easy for government to put more money in 
circulation whenever the central authority judged it desir- 
able. There are necessary public works which should be 
undertaken in terms of the willingness of the community to 
support their cost in substantially concurrent taxation. But 
use of public works spending as a means for putting paper 
money in circulation is a deception and fraud. It means 
a sheer wastage of valuable materials and human labor 
financed out of the moral equivalent of theft. 

In view of these proposals for monetary manipulations, it 
is not surprising that the authors of Jobs and Markets want 
to continue price controls. They content themselves at the 
moment with the recommendation for continuing these con- 
trols until June 30, 1947, but acceptance of the author’s 
other currency proposals and their managed-economy phil- 
osophy would make price control in some form or other a 
permanent institution. 

This is to say that the authors favor continuing the policy 
of putting their fellow-citizens in jail or fining them for 
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exchanging their own money and goods at ratios different 
from those dictated by an unelected gov.rnment employee 
who is personally remote from the circumstances of the ex- 
change and the consequence of his dictates. 

If an individual threatened his neighbor with confinement 
(imprisonment) or depredation (fines) unless that neighbor 
gave to him what he had produced at less than others would 
pay, everybody would instantly recognize the robbery in- 
volved. The morals of the matter may be obscured but they 
are not changed by the fact that the practice is governmental, 
leval and official. Nor does the benefit to Paul, the buyer, 
render altruistic the robbery of Peter, the seller. 

Yet, such is the nature of the policy recommended by this 
book, financed and widely distributed by the Committee for 
Economic Development, an organization promoted and sup- 
ported by businessmen. 

You may conclude for yourself as to whether those of our 
business friends who support this sort of thing are justified in 
insisting, as they often do, that only the “masses” need edu- 
cating in an understanding of and appreciation for voluntary 
productive enterprise. A lack of understanding of individual- 
ism, of the voluntary economy and economic liberty is a 
major cause for the degeneration of our national policy, but 
this lack of understanding is by no means confined to wage 
earners and college professors. 

\ third reason for the growth of collectivism is the ten- 
dency of its opponents to misdirect their efforts in combatting 
it. They resort to name-calling and denunciation, to dis- 
paragement of persons and of political parties. Instead of 
attacking fallacious notions, clarifying ideas, developing un- 
derstanding and creating convictions on behalf of voluntar- 
ism, they impugn the motives or morals of their political 
opponents. Observing the political success of the collecti- 
vists, they ape their methods. This is because they fail to see 
that the simple technique required for spreading false ideas 
and issuing irresponsible statements is entirely inadequate for 
the development and presentation of truth. Methods useful 
in promoting dissension and class hatred are worse than use- 
less for furthering understanding and cooperation. 

Fourth, the writing and publication of genuine individu- 
alistic and economic literature has all but been suppressed. 
lor example, the book review sections of New York news- 
papers, which guide sales to thousands of retail outlets, are 
in the hands of those who are devoted to statism. With sales 
destroyed, it is no longer profitable to write economic litera- 
ture. Thus, both its production and distribution are dying. 

Fifth, the radio has not been effectively used for economic 
education. For the most part radio programs have, under the 
guise of objectivity, featured the presentation “of both sides.” 
This implies, at least to the listening audience, that there are 
two equally valid sides to collectivism and individualism, to 
coercive action and voluntary action, to totalitarianism and 
liberty. 

In the sense that there are two sides to the desirability of 
Hell and Heaven, the advocates of this thesis are right. In 
simple fact, liberty among mankind is a thing to be accomp- 
lished, a zenith in living which can be attained only by 
desperate striving. ‘The opposite, living under coercion, is a 
mire, an entombment, a condition people fall into, when there 
ceases to be vigilant effort, virtue, self-discipline, intelligence. 

No true lover of liberty will admit that there is another 
side to the case. He may admit that he does not know how 
to accomplish everything by voluntary methods, but his 
thinking will be aimed at finding out. He knows that 
coercion is destructive except when it is used as police force 
to prevent interferences with personal liberty. 

He, therefore, looks on the “both sides” policy of forum 
programs as pernicious devices. Believing in freedom of 


speech, he does not try to prevent his ideological opponents 
from using the air waves, but he sees only harm to his cause 
by acknowledging their 50-50 status, as he does when he 
submits himself to public debates with them. 

Furthermore, there has been a widespread assumption that 
the spread of good ideas requires only the techniques used in 
the distribution of candy or fish. A corporation can make a 
good automobile, and, by mass advertising, sell it to millions. 
Ergo, it is argued, we can do the same thing in the same 
way with good ideas. In most of this reasoning there is a 
failure to distinguish between the kind of desire needed to 
cause commodity purchases and the kind of desire needed to 
cause a search for wisdom. The processes and opportunities 
are quite different. 

All of this seems to me to indicate the need for an organi- 
zation for the specific purpose of promoting or achieving 
economic liberty. Existing organizations have not yet shown 
that they can or will shift the emphasis of their effort to this 
major problem in America, regardless of the fact that unless 
economic liberty is attained, their present programs are all 
but meaningless. The ship of state is hopelessly lost at sea, 
and nearly all of these service organizations content them- 
selves with such erstwhile useful activities as polishing the 
brass or investigating what kind of metal the boilers are 
made of and reporting thereon to the passengers. Little, if 
anything, is done about the navigational job of getting to 
port. 

The efforts in America today for attaining liberty may 
be likened to an attempt to build an automobile without a 
central organization and plant. Scattered throughout the 
nation are some thousands of persons who make parts almost 
without knowledge of what the others are making. Nowhere 
is there a place of assembly. In no place is there a recognized 
leadership for the incidental efforts. And no well-rounded 
case for liberty is made, or, under the circumstances, can be 
made. 

Any one of us, charged with the responsibility of bringing 
out a new car, would bring together specialists in production, 
finance, distribution, advertising, and the thousand and one 
skills requisite to a functioning group. 

The problem of attaining economic liberty in America 
is vastly more complex and more difficult than building a new 
automobile. And, if progress is to be made towards solving 
this problem—the most urgent and vital one facing this 
nation today—then steps commensurate with its magnitude 
had best be taken before the hour grows any later. 

A new generation, one which has never experienced 
economic liberty, is taking over. Young men who have be- 
come accustomed to being regimented and restricted are 
coming into positions of responsibility in business. The job 
of economic education should be undertaken now while 
those who appreciate the value of liberty are still in a posi- 
tion to support it. 

Of course, one’s first personal responsibility is to improve 
his own understanding and thinking. Unless we as indi- 
viduals undertake this responsibility for self-improvement, it 
is obviously wrong to assume that our money or our efforts 

can get others to do it. 

However, there is an opportunity for an institution that 
would aid those who are conscious of this responsibility for 
self-improvement. 

Following are some of the principles which should govern 
the formation and operation of such an institution: 

First, it should confine itself to the field of ideas. It 
should never disparage or support particular persons or 
political parties. Its purpose should be a program of 
economic education rather than political campaigning. Ex- 
perience has amply demonstrated that only by the careful 
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following of this principle can institutions help develop 
the understanding and intellectual integrity necessary for 
combatting collectivism. Only animosities on the one hand, 
or blind personal loyalties on the other, are generated 
when political polemics and personalities replace presen- 
tation of facts and principles. 

Regardless of the amount of such an institution’s re- 
sources, it can have but two broad fields of activity. Three 
persons were recently asked to submit a seport on what 
they would do in the field of economic education if they 
had a fund of $50,000,000 to work with. These persons 
included a nationally famous author and scholar, a dis- 
tinguished economist, and an executive of a leading re- 
search organization. The problem was posed by a man 
who has that amount to spend. This committee, however, 
was rather dismayed to discover how little they actually 
could recommend. They concluded that the problem of 
economic education consisted in: 


(a) Creating a greater desire for economic understand- 
ing, and 

(b) Servicing the desire thus created, that is, produc- 
ing and presenting good economic works. 


They agreed that little could be accomplished by attempt- 
ing to “poke things down peoples’ throats.” Education is 
attained only through reaching out and striving, and un- 
less individuals can be made to want economic enlighten- 
ment there is small possibility of its attainment. 

They concluded that there would have to be an inte- 
grated program of production, promotion and distribution 
of the best in economic literature. Specialists, the best in 
their respective fields in the United States, would need 
to be brought into the operation. These specialists are 
fairly well known. Most of them are working all too 
ineffectively in their present isolations and are eager for the 
kind of an opportunity this sort of an institution would 
provide. 

Secondly, it should be kept in mind that the thought 
patterns of the nation are created by a comparatively small 
number of persons. These persons—leaders in thinking— 
cannot for the most part be known in advance of any 
problem or issue. One person for one moment on one issue 
may be such a leader without ever again attaining such a 
position of influence. Therefore, while economic education 
should not be thought of as a device to enlighten the so- 
called ‘‘masses,” the only way to reach all possible leaders 
in thinking is by creating opportunity for the enlighten- 
ment of all. 

However, leadership in economic education exists in a 
sort of intellectual hierarchy, a bare handful of scholars. 
A limited number of additional persons can read and un- 
derstand expert works. This secondary group draws most 
of its ideas from the first, and writes, expands and explains 
for the understanding of still a larger group. And so on 
down the line to the material which almost any literate 
person can understand and appreciate. A chief purpose of 
material of the latter “popular” type should be to incite 
among leaders in thinking from all walks of life an inter- 
est in more thorough study of the problems in question. 

Specifically, some of the activities which might well be 
undertaken by an institution devoted to economic educa- 
tion are as follows: 


(a) Encouragement, including financial assistance, when 
necessary, to those scholars who are competent to 
produce such fundamental works as The Wealth of 
Nations, The Federalist Papers, The Reconciliation 

of Liberty with Government, Bastiat’s Economic 

Sophisms, and Mises’ Socialism. This type of work 





is of prime importance. As Frederich Hayek points 
out in his Road to Serfdom, freedom is being lost in 
the world because intellectuals are drifting away from 
its support. It can be regained only as their devotion 
and understanding are re-won. 

(b) The production of monographs, of the popular essay 
type, on subjects of high current interest and of major 
importance. The more controversial the better! For 
example, a study of price control should include sep- 
arate essays on credit expansion, currency inflation, 
subsidies, production and controls, black market, and 
free market re-explained. 


(c) A lecture institute for developing informed leadership 
in voluntary enterprise. 

(d) A periodic journal devoted to economic and political 
discussions. 


(e) Abridgement, publication and distribution of classi- 
cal, economic and political works, such as THE 
WEALTH oF Nations and THE FEDERALIST PAPERS. 


(f) Assistance in the preparation of appropriate mono- 
graphs and books suitable for use in high schools and 
colleges. 

(g) Promoting distribution of worthwhile material pub- 
lished by other institutions and individuals, 

(h) Cooperative arrangements between industry and pro- 
fessional students of economics to provide such stu- 
dents with practical experience in, and knowledge of, 
private business. 

(i) Organization of local study groups throughout the 
nation. 


(j) A nation-wide radio program designed to combat 
economic fallacies, present basic economic facts, and 
promote sound thinking along economic lines. 


These are only samples of an almost limitless list of tech- 
niques for accomplishing the two main purposes of economic 
education. 

To the hard-boiled realist, however, it seems almost hope- 
less to accomplish anything in the way of a reversal of pres- 
ent trends, regardless of the competency of the persons 
assembled or of the funds available. 


There are, however, some encouraging historical prece- 
dents. After the Napoleonic Wars of a century ago, for 
example, the English people found themselves in much the 
same situation as they and we are in today—with a crushing 
burden of debt and taxation, a depreciated paper currency, 
scarcity and hunger, class conflicts, and an over-grown 
bureaucracy stifling industry and trade with government re- 
strictions and controls. Then, when the outlook seemed 
darkest, a few men like Ricardo and James Mill began 
pointing out the fallacy of the popular doctrines and the 
folly of current government policies. Their profound and 
thorough analyses were studied and mastered by others, in- 
cluding business leaders like Cobden and Bright. The re- 
sult was the beginning of an educational campaign which 
ended the domination of the managed-economy ideas, and in 
a few years brought about the abandonment of the managed- 
economy policies which had been hamstringing English en- 
terprise. England then experienced the sort of reform which 
the whole world needs today—the repeal of restrictive laws 
and the end of bungling bureaucracies. Thus was the way 
cleared for 80 years of the most rapid economic progress 
which England had ever known. 


What England did then, both England and America can 
do today. 


I have almost a mystic faith in what can be accomplished 
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by pursuing a course of utter and complete honesty in study 
and exposition of the views of the most skilled exponents of 
individual liberty and of the voluntary society. I simply 
mean an insistence on the accurate reflection of intelligent 
persons’ best judgment never, on any occasion, regardless of 
the seeming ill-consequences, resorting to expediency. What 
a refreshing demonstration that would be! You can’t tell 

the idea of such honesty might catch on. And if it should 
spread, America would be saved from collectivism. This is 


another way of saying that America would be saved from 
Old World poverty and Old World immorality. 
Collectivism’s: only record of achievement, so far as I can 
discover, rests in the free human energy it fails to collec- 
tivize. And, if we be saved from collectivism, the person, the 
individual, could again live in dignity. 
Victor Hugo expressed my concluding thought: 
“There’s one power mightier than that of armies—it is 
an idea whose time has come.” 


Hindrances to Good Citizenship 


THE NEED FOR LIGHT AND GUIDANCE 
By HAROLD W. DODDS, President, Princeton University, Princeton, N. J. 
Delivered before the National Alumni Association, Princeton, N. J., June 23, 1946 


HE year I graduated from college, James Bryce pub- 

lished a little book of lectures, delivered at Yale 

University, entitled //indrances to Good Citizenship. 
He pointed out the familiar discrepancy between what the 
theory of democracy requires of its citizens and what the 
practice of democracy reveals. No other form of govern- 
ment demands such high intelligence, public spirit and 
virtue in its citizens. Yet everywhere, he observed, democ- 
racy had failed to live up to expectations. 

The first hindrance to the success of democratic govern- 
ment to which he directed his attention was the sin of 
indolence. It consists in a neglect to inform oneself on 
public issues and vote and in an unwillingness to serve in 
public office. ‘This apathy contradicts the basic assumption 
of classical democracy that the average man must be “an 
active, instructed and intelligent ruler of his country.” 

The second hindrance to good citizenship, Bryce pointed 
out, was private self-interest. Selfish considerations are 
always present in politics, as in other spheres of life. The 
rawest form is the outright bribery of voters and public 
officials, of which our past history contains many horrible 
examples. The numbers controlled by private self-interest 
in its most sinister forms, Bryce said, were numerically small 
hut politically important. They never sleep and they work 
Mm dangerous secrecy. 

The third hindrance was party spirit. “Allegiance to 
party,” wrote Bryce, “replaces loyalty to the nation, when 
party spirit really takes hold of one.” Bryce was no soft- 
headed idealist about the nature or function of political 
parties. The hasty reformer of a generation ago scorned 
party attachments. To him the mugwump was the best 
citizen. But more realistic students understand that party 
government remains the only method by which a democracy 
can remain strong and prevent one set of interests from 
overbalancing another. Freedom of speech or opinion would 
die without political parties to discipline and implement our 
liberties. Nevertheless, Bryce was right when he said that 
when victory without regard to truth becomes the dominant 
motive of a political group, democracy is wounded in its 
heart. It is excesses of party spirit, not its reasonable mani- 
festations, that are to be condemned. 

Since Brvce wrote, a notable change has taken place in 
the attitudes of democratic peoples towards their govern- 
ments. Despite the failure of democracy to meet early 
specifications, the people seem to trust their government 
more than ever, certainly they are willing to grant powers 
and functions far beyond those deemed proper thirty-five 


years ago. So rapid and dramatic has been the expansion 
of gove:nment’s functions that few have stopped to consider 
the question whether Big Government is not altering the 
old relationship-between the citizen and his Government. Has 
the ordinary citizen as clear a comprehension of political 
issues today as he used to have? Who really is in the 
driver’s seat, the voter or the official? Unless the citizen’s 
understanding of political issues keeps pace with their 
growing complexity, is he not destined to lose control over 
his officials? And if he loses control over his officials what 
happens to democracy? These are fundamental questions. 

The question, I repeat, with which we should be pro- 
foundly concerned is what is Big Government doing to our 
political system. If it is changing the basic position of the 
voter in our political system, will our democracy in the 
long run stand the strain? 

I shall not stop to argue whether expanding government 
is good or bad. It has elements of both qualities. What I 
do wish to stress are some infections that threaten our body 
politics which must be diagnosed and arrested. 

Consider first the sin of indolence. If it was hard in 
the early days for the naturally indolent voter to muster 
enough energy to acquire an adequate understanding of 
political issues, how much more difficult must it be today 
when public questions have become so much more compli- 
cated than they were in those happy days before labor econ- 
omists, farm economists, money economists, foreign trade 
economists, and the like arose to confuse us. It is not 
merely a question of the laziness of voters to be cured by 
preaching at them, as we once thought. It touches the 
mental capacity of busy people, who must work for their 
living, to comprehend the issues in all their baffling com- 
plexity. We must not ask the voter to do the impossible. 
It is a sobering question to ask how far popular government 
can go in multiplying political power without driving the 
people to rationalize their confusion and mental frustration 
by frankly abdicating in favor of the leadership principle. 
Unless the voter feels that he understands his government 
he cannot have a sense of ownership in it. Unless he has 
a sense of ownership in it he cannot control it. Unless 
he can control it there is no democracy. 

Let us next consider the hindrance of private self-interest. 
We can agree that self-interest is a sinister influence in 
politics, but can we be as sure today as Bryce was that the 
number or influence of people controlled by it when they 
vote are few? May not the political influence of this class 
be more dangerous than he conceived? The more the state 
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enlarges its sphere of action, the greater is the incentive to 
the electorate to work and vote with a view to their own 
pockets. Reformers used to pour heated condemnation on 
the old rivers and harbors appropriation acts, which 
syphoned tax payers’ money into dredging obscure streams 
to win votes for congressmen. These appropriations were 
mild forms of mass bribery; the congressman bribing his 
constituents and the constituents in turn demanding bribes 
for their votes. But what about the dangers inherent in 
more modern forms of government aid, such as price main- 
tenance schemes, wage-fixing by legal fiat, or government 
subsidies of silver, sugar, cotton or grain, all of which favor 
groups politically organized? What about the political 
strike, that new method of direct action that is becoming 
all too common? Do not such policies and practices offer 
new opportunities and strong temptations for what is the 
moral equivalent of bribing voters? 

Measures such as I have mentioned contemplate the 
transfer of money from one man’s pocket to another’s through 
the brokerage activities of government officials, on a scale 
never before contemplated in this country. In the long run, 
is there not a similarity in morals and effect between the 
pressure exerted for governmental aid by large special 
groups and the pressure of a single railroad for special favors 
in its charter, of which we heard so much a generation or 
more ago? 

With the economic or social wisdom of these newer 
policies of governmental intervention I am not here con- 
cerned. I realize the grave dangers to our way of life 
created by business depression. Mass unemployment is a 
terrible and dangerous social sickness, and calls for extreme 
measures on a level with extreme urgency. Nor do I mean 
to assert that large public outlays during the depression were 
not justified by urgent human needs created by a ruinous 
business crisis. They may become necessary again, though I 
hope and pray not. 

What I do declare, however, is that, granted that Big 
Government is unavoidable and necessary to meet modern 
conditions, there are grave evils latent in policies of public 
spending and governmental aid which touch large elements 
of the voters. No one seems to be paying any attention to 
the possibility of new forms of corruption of our public life 
and how to avoid them. 

Bryce’s final hindrance was party spirit. As every school 
boy knows, the constitutional fathers identified political 
parties with the “spirit of faction.” Fortunately the funda- 
mental political sense of Americans has preserved us from 
suffering the worst forebodings of these eminent gentlemen. 
To date we have not developed to any real degree parties 
that could be described as factions of the sort that have 
marred parliamentary government on the Continent of 
Europe. Can we, however, be so positive about the future? 
Are there not reasons for anxiety in the rise of modern 
pressure groups which are chrystalizing quite openly around 
programs of frank self-interest? May not these groups be 
developing into factions, such as Madison and others casti- 
gated? May not factions rather than parties be emerging 
as the real hindrance to good government? 

Of course we always have had pressure groups of some 
sort, but never have they been so substantial, so compactly 
organized, or so powerful as today. 

Pressure groups are both a cause and an effect of expand- 
ing governmental activity. Loyalty to them cuts across 
loyalty to political party and thus weakens party responsi- 
bility. By doing their thinking for them, the leaders of 
pressure groups cultivate the sin of indolence in their fol- 


lowers who are readily persuaded to delegate their right of 
individual opinion. The leaders strive to engender a con- 
tinuous war-psychology in their followers, which makes 
them more docile and subject to regimentation. They are 
able to succeed to a larger degree than do old-fashioned 
party leaders, because a controlling and embattled self- 
interest is made the center around which they are organized. 
Sensing their mass strength, the rank and file of such pres- 
sure groups are ready to accept discipline from their leaders 
as they never did from political parties. 

It is important to understand that the self-conscious 
masses, Organized into pressure groups, are responding to 
a new type of leader quite different from the traditional 
political leader. The pressure-group leader claims full 
freedom of action for himself in a way no party leader 
would dare, and he receives it because the masses feel that 
he is satisfying their special self-interest. The rank and 
file are not inclined to insist on their right to make up 
their own minds, as voters on public questions; rather are 
they inclined to act on the instructions of their leaders. 

In brief, the most potent pressure groups are those which 
are most regimented in thought and action, and in which 
the membership is most indolent in the use of their own 
minds and most self-interested in their demands of govern- 
ment. May they not become an increasing embarrassment 
to the operation of any theory of democracy that calls for 
a disinterested and self-directed citizenry ? 

I am not one to despair regarding the improvement of 
voters in both virtue and intelligence. If voters were, or 
could be made, supremely diligent in their application to 
public affairs, wholly free from self-interest, and coolly 
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objective in their party attachments, our anxieties would 
evaporate, although politics would be a very dull business 
indeed. But human beings stubbornly refuse to become 
supremely virtuous or supremely intelligent. (Thank God, 
they decline to become supremely vicious as well). There- 
fore, any pattern of democratic government, I repeat, must 
build on the basis of that quantum ‘of civic intelligence and 
virtue which nature supplies and enlightenment can nourish. 

I hope my remarks have not been too long for your 
patience or too brief to make my points clear. They relate 
to the basic assumptions of democratic government. I hold 
that they are crucial because I cannot conceive that any 
system of liberty can survive apart from a truly represen- 
tative and reasonably efficient government responsible to the 
people, one which is not the football of factions. 

What can Princeton do about it as she enters her third 
century? What can all the colleges do about it? 

We can help both through our curriculum and the extra- 
curriculum life of the campus. We can encourage, as John 
Witherspoon did, undergraduate interest in and discussion 
of public questions. We cannot rule out from such discus- 
sion those viewpoints that may seem dangerous and better 
left alone. We cannot smother discussions or speakers with 
whom we do not agree but who represent opinions that 
must be faced and resolved. We must play fair with our 
students by letting them look at all sides. We cannot keep 
our boys under glass and remote from the issues that are 
stirring the world and expect them to be upstanding citizens 
later. Princeton’s purpose is not to turn out intellectual 
cripples. We can see that our discussion programs are 
balanced. Our emphasis must always be on the search for 
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truth and on rigorous intellectual discipline to know the 
truth. 


We can see to it that the extra-curriculum activities work 
to develop good citizens. Such activities are far more 
educative than some famous educators understand. Through 
them are lear:.ed mutual forbearance of others, fair dealings, 
self-reliance and social living. Athletics, both intercollegi- 
ate and intra-mural, help to cultivate the students’ potential 
gifts in these directions. Democracy rests on the acceptancz 
the rules of good sportsmanship. Only people responsive 
to the standards of good sportsmanship can make democracy 
work. If Russia had enjoyed a tradition of competitive ath- 
letics she would understand better what popular govern- 
ment is driving at. 


In the field of scholarship and teaching Princeton can 
see to it that her students develop a clearer philosophy 
regarding the nature of government and the values of 
human freedom. If we could induce every college under- 
graduate to read and understand (more than a compulsory 
reading course is involved) the Federalist Papers of Madi- 
son, we should move towards a solution of our difficulties, 
for these papers remain today America’s great classic on 
political science. "We can emphasize the moral obligation 
to be a good cititzen. The time is ripe for recognizing that 
if our citizens lack a sensitive and enlightened moral urge, 
we shall lose our liberties surely. 


But fundamentally we are thrown back today, as we 
were when Princeton received her charter two hundred 
years ago, on a balanced appreciation of the subjects that 
comprise our curriculum. 


Science and technology must flourish in our universities 
because of the contributions they make to the training of 
the mind and because of their vast promises for human 
welfare. 


But science has brought rapid changes in all aspects of 
life which in turn raise questions of human relations to 
which it alone has no answer. Today, appalled by the 
horrible possibilities of their own handiwork, many scientists 
are taking active and helpful parts in arousing people to 
the need to eliminate war—“there is no defense against the 
a-bombs” (and the even more murderous disease warfare), 
they tell us “except peace.” But in the long run, science, 
qua science, will not and cannot accept responsibility for 
the social consequences of its discoveries. 


The social problems raised by science must be faced and 
solved by the social sciences and the humanities. As I have 
said so often on occasions like this, if, in the long run, 
science is going to continue to create rather than destroy, it 
must be supplemented by the knowledge and wisdom to be 
gained from the other branches of the curriculum. For it 
should not be forgotten, that the sacred human rights which 
we fought Hitler to preserve stem from the teachings of 
these subjects to which we confess allegiance, but which we 
rarely understand completely or follow sincerely. 


Obviously, all these subjects must be cultivated as never 
before. The reasons I have martialed this morning are but 
a segment of the world’s great need for light and guidance. 
The opportunity of our Bicentennial year is a clear call, not 
to defend the status quo that our nation may be protected 
against change, not to protect our special privileges from 
being molested; but a call to the world of education and 
to America to attend to it that change be not decay but 
growth always toward the realization of the vision that 
even the most stolid and complacent of us in our moments 
of insight glimpses for America. 
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